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The British Financial Mission—The Failure of the Paris Conference—Can 
Present Proposals in Congress Help the Farmer?—The Market Prospect 


TANLEY BALDWIN, the Chancellor of 
the British Exchequer, accompanied by 
the Governor of the Bank of England and 
other British financial authorities, has ar- 
rived in this country for the purpose of ne- 
gotiating with the Treasury Department for 
the funding of the British debt to our Gov- 
ernment. It is expressly stated that England 
has no desire to repudiate or cancel her debt 
—an assertion whose good faith is clearly in- 
dicated by the fact that she has already paid 
two instalments of interest amounting to 
100 millions. 

Since Great Britain is thus apparently de- 
termined to settle with the United States 
and is undoubtedly able to do so; and since 
the questions chiefly at issue appear to be 
merely those which have to do with details 
and technique, there may well be surprise at 
the fact that Great Britain should have 
thought it necessary to send to this country 
so eminent a body of negotiators, notwith- 
standing that she was so capably represented 
by her Ambassador at Washington. The 
truth of the matter is that the settlement of 
this debt is a much more complex matter 
than appears and one which far more nearly 
concerns our industrial and financial posi- 
tion than is generally supposed. _ 

Recent developments in the sterling mar- 
ket have shown that it will be comparatively 
easy to put sterling back to a par basis when 
desired and this step would be indicated as 
the part of wisdom if Great Britain intends 
to pay large sums to the United States. How 
to take this step and make it effective is a 
question which, however, raises some serious 
issues, unless it is conceded that we are will- 
ing to make conditions such as to permit sub- 
stantial shipments of merchandise to the 
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United States to take place. Unless this 
should be done, there may be question as to 
the ability to go on obtaining the dollars 
which she needs in this market as a means 
of settling her obligations to the American 
Government. Thus the whole question of 
our tariff and trade relationships with Great 
Britain is necessarily more or less directly 
or indirectly involved in the adjustment 
which the government of that country pro- 
poses to make with us. 

There is another aspect of the British 
debt situation that deserves mention. Great 
Britain can undoubtedly keep up her interest 
payments on the principal sum of rather less 
than 5 billions which she now owes us. 
That, however, is a different matter from 
gradually paying off the principal indebted- 
ness, and this latter she can hardly expect 
to do unless we are willing to take over or 
purchase some part of the foreign securities 
which Great Britain and British citizens 
now hold; or should be willing to purchase 
foreign bonds representing new loans of 
capital, in a much larger degree than at 
present. This Mr. McKenna indicated in his 
address at the American Bankers Associa- 
tion last October when he was discussing the 
German indemnity or reparations outlook. 
At that time he incidentally took occasion 
to refer directly to our own claims against 
England and other countries. It seems clear 
that, in order to collect the British debt, we 
Shall find ourselves obliged in some way to 
open up our market not merely to goods but 
to foreign financing. 

No doubt this situation is what has been 
in the mind of the New York Chamber. of 
Commerce and other commercial bodies, in 
passing the resolutions that they have re- 
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cently adopted. In these, like the Bankers’ 
Association, they advocate a policy of moder- 
ation in connection with debt settlement. 
There is an increasing number of members 
of the business and financial community who 
clearly perceive the necessity that there shall 
be a more enlightened method of dealing 
with our foreign and financial relationships, 
and which expects the Government at Wash- 
ington to take action accordingly. 

Some change of heart on the part of 
President Harding in this respect is re- 
vealed in his recent letter to Senator Borah. 
Therein he plainly suggests the repeal or 
modification of the debt funding law and 
the prohibition that we take membership 
on the Reparations Commission. Altogether, 
therefore, it would seem that the conditions 
for rational discussion of international re- 
lationships are better than they ever have 
been, but it remains true that no actual 
progress has been made in bringing about 
any positive adjustment in the matter. The 
British financial mission and the negotiations 
growing out of it represent the first real 
step taken in the direction of getting a 
settlement of our foreign debt claims. This 
and the complex economic aspects of the 
case give it an unusual current and future 
importance. 


ca or * 
THE BREAK- DISAPPOINTING 
DOWN AT outcome has followed 
PARIS from the renewed meeting 


of the Premiers at Paris 
where they had met to continue the confer- 
ences begun last month in London relative 
to reparations. France has cut down her 
demand, it is true, to a total of 50 billion 
gold marks and has made other concessions 
but insists upon being “secured” by author- 
ity to occupy the Ruhr region. This demand 
apparently puts a satisfactory or generally 
acceptable adjustment out of the question 
for the time at least. 

There are many reasons why French occu- 
pation of the Ruhr is distasteful to Great 
Britain and at the same time unlikely to 
bring about the settlement which France 
has sought as a sine qua non. That such 
occupation will result in aggravating the ill 
feeling already existing between England 
and France, there seems now to be little 
question, and yet the fact that the Premiers’ 
meeting has broken down and has been fol- 
lowed by a dispersal of the various members 
appears to leave little or no prospect of any 
means of renewing the negotiations or 
bringing them to a happier outcome. 

The statement of the British delegates that 
they expect to “come back” again reflects 
the fact, evident to all thinking minds, that 
the situation is one which cannot be per- 


mitted to lapse merely as the result of fric- 
tion or national irritation, but which abso- 
lutely calls for definite adjustment on some 
basis. Not to bring about such an adjust- 
ment would create a condition of a frankly 
impossible nature. 

The pessimism which the disappointing 
outcome at Paris and the opposition of sen- 
timent between France and England natur- 
ally inspires is reflected in the tendency of 
exchanges to a lower level, and the conse- 
quent uncertainty in all international finan- 
cial dealings. This situation is one in which 
the United States is deeply concerned, no 
matter whether it is yet willing to admit the 
extent of her concern or not. 


* k * 
RURAL HE Senate Finance 
CREDITS IN Committee has appar- 
CONGRESS ently made up its mind to 


report with favor what is 
called the Capper Rural Credits Bill. This 
measure has been so fully reviewed in these 
columns and elsewhere that nothing need be 
said about it further, except to recall that 
it is a plan for the establishment of cor- 
porations to extend so-called “intermediary 
farm credit.” The trouble with the Capper 
bill and the great majority of bills of the 
same kind in Congress is not primarily in 
their so-called “radical” character but is 
found in the fact that they are not calculated 
to work well. They will not supply the kind 
of relief that the farmer needs, or thinks 
he needs. 

Let it be definitely understood that one 
evil from which the farmer is suffering at 
the present time, in many cases, is an excess, 
not a shortage, of credit. This is not a “Wall 
Street” or “capitalistic” suggestion, but on 
the contrary it comes from friends of the 
farmer and members of his own organiza- 
tions. The demand for farm credit is pri- 
marily artificial, and originates with a set 
of politicians who merely want an “issue.” 
And yet it is probably true that in certain 
parts of the country, and in certain circum- 
stances, there is a field of possible activity 
for a new banking mechanism. It is also 
probably true that farmers in those parts of 
the country are looking for such aid as they 
can get from proposed legislation. Now 
nothing can be worse for them and for the 
country at large than the adoption of a 
measure which is unworkable, clumsy, and 
unlikely to give the aid that is needed for 
those who require it. 

The whole rural credits question is a com- 
plex matter and ought to be studied with 
the utmost care. What will probably happen 
to the rural credits bills is what has already 
happened to the fiasco known as the “Edge 
Act”—-simply disuse and ineffectiveness. 
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THE PROB- ECRETARY MELLON 
LEM OF is reported in news- 
BANK RATES papers as saying that it is 


probable there may be an 
advance in Federal reserve discount rates 
toward the end of this month. That is a 
vague and uncertain way of approaching 
a great problem, and one can but hope that 
the Secretary of the Treasury has been mis- 
quoted by those who assert that his attitude 
toward the situation is as lacking in positive- 
ness and clearness of vision as would thus 
be indicated. Either there is a good ground 
for advancing reserve rates or there is not. 
There must be some theory of discount rates 
that has at least a shadow of soundness, and 
if so that theory must be within the reach 
of our Government. 

The Federal reserve system has ample 
means of finding out what is being done in 
the banking world; it has all the data that 
there are to be had concerning bank trans- 
actions, and it has them every week. With 
these given, and with a reasonable theory 
of discount rates, there should be no ground 
for doubt as to the propriety or advisability 
of advancing the rates or reducing them, as 
the case may be, when circumstances de- 
mand it. 

Why then should there be the uncertainty 
and tendency to beat about the bush that 
has been noticeable on practically every re- 
cent occasion when discount rates were 
changed? The only explanation that can be 
given is the assertion that Government au- 
thorities are not very positive in their own 
minds as to what should be done, or do not 
entertain any very definite theory of rates. 
If that be the case, the situation is ex- 
plained, but it is rendered even more alarm- 
ing than it was before. Business men and 
investors both have a right to know at the 
earliest possible date what is to be done and 
why. The matter is not one which affords a 
legitimate opportunity for the use of “feel- 
ers” designed to test public opinion before 
taking any steps. 


+ > * 
A NEW S the spring of the year 
COAL once more approaches 
STRIKE? the question whether a 


fresh coal strike is likely 
to be superadded to existing evils and suffer- 
ings is naturally an absorbing topic. There 
is undoubtedly a disposition among con- 
sumers to “stock up” as far as they can in 
order that they may be tided over, should 
such a renewal of strife take place. It is 
hardly necessary to say that a coal strike 
this year would be much more serious than 
the coal strike of the past year. Last spring 
the breaking out of the coal strike found 
the community supplied with a large and 









well-distributed supply of fuel laid up 
against emergencies. A coal strike this year 
would find the community practically down 
to hardpan, and with its fuel resources ex- 
hausted. Such an occurrence would be al- 
most a crime against business and prosper- 
ity; but, of course, it is an entire possibility. 
* * * 


HE fact that during the 

month of November 
American railroads earned 
over $80,000,000 or an av- 
erage of about 4.46% shows that very ma- 
terial progress has been made by the roads 
in restoring their costs to something like a 
normal basis. The earnings thus revealed 
however, is anything but a satisfactory re- 
turn upon the capital invested, and, should 
it continue upon that basis, is not likely to 
afford much encouragement to new capital 
to enter the market and to take up new rail- 
road securities. 

A study of carloadings and of mileage 
statistics, considered in the light that the 
fact that the high maximum production of 
1920 _has merely been duplicated during 
1922 in many lines, once more calls attention 
to the inadequacy of our transportation 
system and should urge upon our minds the 
necessity of making it worth while for the 
investor to take up railroad stocks and bonds 
a good deal more liberally than he has in 
the recent past been disposed to do. 

There is still an abundant earning power 
potentially available to the transportation 
industry of the United States. What is 
needed is a more reasonable public attitude 
which would permit the railroads to show 
ability to make moderate incomes, and would 
then require of them a service and a suf- 


ficiency of equipment duly correspondi 
thereto. J einen 


RAILROAD 
EARNINGS 


* + * 
MARKET OTWITHSTAN DING 
PROSPECT all the activity during 


the past five weeks, there 

has been very little change 
in the average position of the market. 
Strength in numerous specialties has been 
offset by weakness in other quarters. The 
earmarks of important distribution are ob- 
vious. Simple deduction from such a situa- 
tion is that large interests evidently expect 
pe Rae a ag —_ — at lower levels, 
otherwise they would not be disposi 
their holdings now. a 

We continue in the belief that the high 
prices of last October are not likely to be 
exceeded, insofar as the average price of a 
substantial group of stocks may serve as a 
guide. 

Monday, January 15, 1923. 
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@ The pronounced tendency in American life to fasten more and more of the burdens of 
business upon the shoulders of the Government if allowed to proceed unchecked might 


well lead to a form of Government-ownership of industry. 





@ Whether or not this tendency should be encouraged; what its consequences already have 


been; what its consequences may yet be: These are vital questions. 


cusses them frankly and without prejudice in this article. 


The Dream of Government Ownership 


Who Wants Government Ownership?—Why Do They 
Want It?—Would They Be Satisfied if They Got It? 


= HENEVER we have hard 
times there is likely to fol- 
low a period of yearning 
after government owner- 
j ship. The depression that 
* prevailed throughout 1921 
and part of 1922, and is not yet wholly 
overcome, has been accompanied by a 
characteristic revival of interest in na- 
tionalization. Restive under the trials of 
disturbed industry, men look to the dis- 
tant green hills of imagined institutions 
and convince themselves that government 
ownership would be a distinct improve- 
ment on private ownership. 

As the present economic system has de- 
veloped an unsatisfactory condition 





By Dr. JULIUS PARMELEE 


I am one of those who believe that in- 
creasing government participation in in- 
dustrial enterprises is likely to be a back- 
ward rather than a forward movement. 
At the sate time, a distinction must be 
made between general government own- 
ership and local government ownership. 
Viewed purely as a matter of business, 
almost any government venture into in- 
dustry is likely to be a failure, but in a 
particular and local problem business effi- 
ciency may not always be the controlling 
consideration. 

We can undoubtedly make government 
ownership of almost anything work after 
a fashion. But few of the advocates of 


Dr. Parmelee dis- 


Director of the Bureau of Railway Economics 


oppressive degree, but when government 
gratuitously enters the domain of indus- 
trial and commercial matters, the possi- 
bilities of state. instrusion upon the field 
of individual liberty become unlimited. 
The tendency is to repress and circum- 
scribe the individual and make him exist 
for the state. 


Do We Want a Bureaucracy? 


We must not overlook the doctrine un- 
derlying all American institutions, that 
human progress proceeds more from the 
freedom of initiative of the individual than 
from any possible perfection of bureau- 
cracy. It is not necessary in this sketchy 
discussion to pursue this thought 
with any degree of thoroughness, 





in the coal-mining industry, it is 
contended by some that state own- 
ership of the coal mines is the 
remedy which is to make everybody 
happy—give the miners six hours a 
day and more pay and the public 
more coal and less cost. As strikes 
and other deterrent conditions have 
hampered tk successful adminis- 
tration of the railways under cor- 
porate management, it is claimed 
that all will be well with the iron 
highways if the government would 
only take them over. As lumber in- 
creases in price and becomes scarcer 
under private ownership and man- 
agement, more boards and fewer 
dollars for them are dreamed of as 
the fruits cf public ownership of 
the forests. The prices of wheat, 
corn and cotton have not always 
been satisfactory with the markets 





“We must not overlook the doctrine 
underlying all American institutions, 
that human progress proceeds more 
from the freedom of initiative than from 
any possible perfection of bureaucracy.” all its 





“History teaches that removal of the 
economic incentive leads to inefficiency 
and decay. Whether we like it or not, 
the one great motive underlying our in- 
dustrial and economic progress has been 
the operation of the factor of individual 
self interest.” 


but it is basic to the consideration 
of every project for the widening 
of the functions of the state. It 
may at times be necessary for gov- 
ernment to extend its functions, but 
such an extension is always at the 
price of liberty. A country with 
great economic functions 
nationalized can be nothing more 
than a vast bureaucracy, with all 
that implies of the repression of 
the individual. Even if it could be 
proven that government is more 
efficient as a business machine than 
private enterprise—and evidence to 
that effect is wholly lacking — it 
must be considered whether the re- 
sult is worth the cost. 

Leaving this basic proposition and 
coming to a more particular -con- 
sideration of government owner- 








in private hands; relief is therefore 
sought through the process of mak- 
ing the government the great merchant of 
those products. And so on. 


Does Government Ownership Pay? 


The tendency is to pursue the rainbow 
without considering the obstacles, and to 
forget that economics is far more a mat- 
ter of men—of human nature—than of 
statutory law. In this age of increasing 
knowledge of practical economics and 
accumulated experience in industrial mat- 
ters, there is little excuse for us to alter 
our systems in response to dreams. The 
question is not one of an attitude for or 
against improving the average condition 
of mankind,. but of analysis of the pro- 
posed improvement, to see whether or not 
it is indeed a forward step. 


490 


government ownership urge it on other 
grounds than those of improvement on 
present conditions. And it is on those 
grounds that I would discuss the subject. 

The most fundamental of these is the 
effect of widening government ownership 
on our whole political and social system. 
We Americans have heretofore held to 
the basic idea that individual liberty is a 
paramount consideration and that gov- 
ernment should perform only those func- 
tions that are inherent in a political or- 
ganization. We desire to have the indi- 
vidual restricted only to that degree that 
is necessary to the welfare of the com- 
munity. With the growing complexity: of 
civilized life the proper sphere of govern- 
ment inevitably widens to a more or less 


ship as a benefit or an evil, we 
must be guided by experience 
rather than hope. Experience teaches 
that governments are always inferior 
to private administrations in business 
matters. Their operations are invariably 
more costly, and usually much inferior in 
point of service. It may not be a compli- 
mentary commentary on human nature, 
but the facts are conclusive that in all 
economic administration efficiency declines 
in proportion to the limitation of indi- 
vidual aspirations for leadership and for 
profit. 

There are some considerations apart 
from economy and efficiency that support 
government administration of our mail 
service; but I doubt whether there are 
similar considerations that would offset 
the inferior service and increased costs 
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that would flow from the nationalization 
of the railways, the coal mines, and the 
forests, if the experience of the past is 
»f any value in studying the future. 


The Railroads 


Take the railways, for example. The 
vorld contains many state-owned and 
erated railway systems, yet there is 
carcely an instance of such railways be- 
ng better in any respect than our private- 
y owned railways. The consensus of 
acts proves indeed that most of them are 
listinctly inferior. On our own continent 
ind under conditions similar to our own, 
ve have had a fifty-year demonstration 
§ incompetency of governmental owner- 
hip of railways. The Intercolonial Rail- 
way of Canada has proved inferior to the 
wivately owned railways of that country 
n every way. Its operation has been 
1ore costly and its service inferior. True, 
ts tariffs have been lower as written on 
he rate sheets, but at an enormous 
charge to the taxpayers of the country 
as a whole. The failure of government 
i\dministration to make the Intercolonial 
tailway pay its way has been such that 
or every dollar originally invested two 
ollars have been put into it to keep it go- 
ng. Though the Intercolonial was built 
s a political measure, its traffic condi- 
ions are not unlike those of certain pri- 
ately owned Canadian lines that have 
iven better pubiic service and at the 
ume time have paid their way. 

The modern world has had more expe- 
ience with government intervention in 
he railway business than in any other 
orm of business. Consequently the rec- 
rds of that experience are the best indi- 
ation we have of the general results of 
overnment ownership. Many nations 
wn their own railways, although more 
than half the railway mileage of the 
world is in private hands. Generally 
peaking, the teaching of experience is 
hat the government as a railway operator 
as been a failure in all democratic coun- 
ries with the possible exception of Swit- 
erland. 

Before the war the Prussian state rail- 
ways under an autocracy were commer- 
cially successful, but it does not appear 
that they served the public any more 
effectively than the privately owned rail- 
ways of France, the United Kingdom, or 
the United States. And in judging of 
Prussian results, we must not forget the 
Prussian type of- mind—trained to a mili- 
tary and autocratic point of view. The 
idministration of the state railways in 
that country was carried out in a mili- 
tary fashion that would not be tolerated 
'y any democratic people. 
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The history of governments in the rail- 
way business reveals that the basic cause 
of failure is inability to separate politics 
from business. What belongs to the peo- 
ple is bound to be affected by politics, be- 
cause it is through politics that the peo- 
ple do as they will with their own. The 
result, of course, is the construction and 
operation of railways to serve political 
ends. And any business that is not run 
for the business purpose of making a 
profit from the service it renders is rea- 
sonably certain to be a failure, both com- 
mercially and as a factor in public wel- 
fare. In other words, history teaches us 
the prosaic truth that if a commercial 
business does not succeed as such it does 
not succeed in other ways. Public own- 
ership of railways has resulted in general 
commercial failure and also in failure to 
attain the public objectives of better ser- 
vice, lower transportation costs, and free- 
dom from labor troubles. 


The Economic Incentive 


Government ownership is primarily an 
economic problem and should be so re- 
garded. Humanity has never devised an 
institution that functions perfectly, and 
in comparing the actual results of railway 
operation under private ownership with 
what they might be under government 
auspices, the fact that private ownership 
is not 100 per cent efficient may be con- 
ceded from the start. Is there indeed any 
person or organization fully efficient? 
The prime question is whether a govern- 
ment organization, made up of the same 
kind of individuals as a private organiza- 
tion—if not the very same _ individuals 
themselves—would operate our railways 
any more efficiently or economically than 
when motivated by self-interest. 

The evidence is to the contrary. His- 
tory teaches that removal of the economic 
incentive leads to inefficiency and decay. 
Whether we like it or not, the one great 
motive underlying our industrial and eco- 
nomic progress has been the operation of 
the factor of individual self-interest. The 
same thing applies to private organiza- 
tions of individuals, such as a railway cor- 
porations; such organizations progress 
only through efficient operation, and grow 


sluggish or die when inefficiency creeps 
upon them. 

Not so with a government organiza- 
tion. Supported out of the government 
treasury, with wages and expenses guar- 
anteed by a beneficent public, the incen- 
tive for efficiency disappears and the re- 
sult is ineptitude. 

It is sometimes argued that government 
credit would enable the American rail- 
ways under government ownership to se- 
cure many of the facilities now needed, 
and that in the end the public would be 
better served. This depends on the ability 
of the government, after it had doubled 
its present debt of twenty billions by tak- 
ing over the railway properties, to keep 
on adding financial burdens—capital bur- 
dens, too—at the rate of a billion or more 
annually. 

Even if the facilities were added year 
by year, on what evidence shall we base 
any expectation that a government rail- 
way system would utilize them efnciently 
and to the best advantage of the public? 

Again, some contend that the govern- 
ment can borrow more cheaply than the 
railways do at present. Even this plau- 
sible contention proves upon analysis to 
be less logical than it appears. Doubling 
the government’s debt would automatical- 
ly increase the interest rate which it must 
pay; in addition, more than $300,000,000 
of taxes now paid by the railways would 
be lost, for under government ownership 
the railways would pay no taxes. How 
would the loss of these taxes be made 
up? Even if the government could bor- 
row at lower rates than the railways, it 
would require a considerable difference in 
rates to offset this loss of $300,000,000 
per year, a sum equivalent to 5 per cent 
on six billions of dollars. 

To come back to my main theme, the 
problem of government ownership appeals 
to me as primarily one of economics. 
True, it may and usually does involve 
some questions of public policy. But in 
the long run nothing is good public policy 
—or good politics, either—that is eco- 
nomically unsound, and judged by eco- 
nomic standards, government ownership 
and operation of the American railway 
system would prove as unwise as it is 
unsound. 

It is a favorite pastime, when anything 
goes wrong with an industry, to raise the 
cry that the government should take it 
over. Industries have sometimes raised 
the cry themselves when they found 
themselves in difficulty. It is easy to 
throw yourself on the public treasury for 
mercy ; sometimes, however, the treasury 

(Please turn to page 567) 

















What Every Business Man Wants 


to Know 






Direct Answers to Pointed Questions on the Business Situation 
By Senator-Elect EDWARD I. EDWARDS 


OST people know Senator-Elect 

Edwards as the hard-hitting and 

popular ex-Governor of New Jer- 
sey. Not so many, however, know that in 
addition to being a statesman of growing 
influence he is also a very able banker. 
Not only as Governor of the state but as 
president of the First National Bank of 
Jersey City, N. J., he has had the oppor- 
tunity of coming in direct contact with 
questions of immediate business impor- 
tance, and jt was because of his deep and 
practical knowledge of the business situa- 
tion that he was asked by THE MaGAzINE 
or WALL Street to give his views on 
topics that are now engrossing the atten- 
tion of the entire business world. 

Q. One of the most important problems 
that the banking world will have to con- 
tend with in the near future is whether it 
would be advisable to encourage the ex- 
pansion of credits. Do you believe that the 
necds of the nation dictate the extension 
of credits on a larger scale than that seen 
in the past two years? 

A. It is imperative, of course, that en- 
terprising business should be encouraged, 
but it is essential that credit should not be 
used recklessly or for untried expansion. 
Above all, credit should not be used for 
speculative purposes. 

QO. What is the outlook for the resusci- 
tation of purchasing power in the agricul- 
tural districts? 

A. The purchasing power of the farmer 
is limited and will continue to be limited 
until general conditions improve. Though 
last year’s crops were satisfactory from 
the viewpoint of volume of production, 
the farmer has to make his purchases cau- 
tiously. The agricultural community, 
generally speaking, will not have the de- 
gree of prosperity which will ensure a 
large market for factory output until 
there is a scaling down of prices. 

Q. Do you favor amendment of the 
present immigration laws in view of the 
shortage of labor which seems to be a 
growing factor in many industries? 

A. 1 believe that, while all immigration 
to this country should be viséd by our 
Consuls abroad, a more liberal amendment 
to the present laws would modify present 
restrictions and thereby alleviate present 
labor shortage. 

Q. One of the most debated measures 
passed by Congress last year was the 
McCumber-Fordney Tariff Act. Do you 
believe that this law has been constructed 
so as to aid or hinder business in general 
in this country? 

A. The present Tariff law, in my opin- 
ion, is a double-edged sword. It is a very 
drastic measure: where it may help in one 
direction in a minor degree, it is so based 


492 


As Interviewed by W. K. McAuliff 





SENATOR-ELECT EDWARDS 


experienced banker and popular states- 
man 


as to do harm to a great part of our busi- 
ness. It is not constructed to add momen- 
tum to business recovery, and if we are to 
judge what may happen in the future by 
what has happened in the past, the effects 
of the Tariff are likely to be debatable. 

QO. Do you telieve that this Government 
should favor a policy of isolation? 

A. No man can live for and within him- 
self and in the same degree no nation can 
live within itself. So far as a policy of 
isolation is concerned, I have no further 
comment to make except to say that wise 
men change their minds, but fools never. 

Q. One of the most interesting develop- 
ments of the past year has been the steady 
recovery of commodity prices. Do you be- 
lieve that prices will continue to rise? 

A. Commodities and merchandise must 
drop to lower levels. 

Q. What is the present outlook for busi- 
ness in general? 

A. The basis of general business ac- 
tivity in this country is sound and recovery 
may continue through 1923, provided we 
have learned the lessons of the past and 
can avoid pitfalls. Paying attention to the 
conditions mentioned in the above, it is 
difficult to see how there is any basis for 
the belief that we are approaching a boom 
in business. 





In this series of questions and answers 
on important economic and _ business 
topics have appeared articles with such 
nationally known authorities as George 
M. Reynolds, Chairman of the Continental 





and Commercial National Bank of Chi- 
cago; Vice-President Roberts of the 
National City Bank; President Woodin 
of the American Car & Foundry Com- 
pany, and President Jonas of the Manu- 
facturers Trust Company. Practically all 
of these men agreed in their outlook on 
the future of business in this country. 
Adding Senator-elect Edwards to this list, 
the testimony that, while we are in an im- 
proved condition as compared with a year 
ago, no boom is in sight in business, be- 
comes very convincing. Of all the views 
expressed by Mr. Edwards none contains 
greater significance for business men than 
his remark on prices, which was very 
short and to the point: “Commodities and 
merchandise must drop to lower levels.” 
This unqualified utterance must be given 
the attention it deserves, though it should 
be pointed out that Mr. Edwards is neces- 
sarily taking a long-range viewpoint. 





HOW CONTRIBUTORS 
AGREE 


“Tt seems apparent that we are 
entering a period of good business 
and high prices—perhaps a period 
of semi-inflation. Nevertheless I 
would not be misled into over- 
expanded confidence. Another 
period of deflation will set in, 
marked by efforts to reduce manu- 
facturing costs.” 


—President JONAS of the Manu- 
facturers Trust Company in the 
November I!1, 1922, issue of 
THE MAGAZINE OF WALL 


STREET. , 





““—the present basis of general 
activity is sound and may con- 
tinue so throughout 1923, pro- 
vided we use good judgment and 
do not allow ourselves to fall back 
into some of the errors of the past. 
I do not look for anything in the 


* 
nature of a boom. 

—Chairman GEORGE M. REYNOLDS 
of the Continental and Com- 
mercial National Bank in the 
December 9, 1922, issue of THE 
MAGAZINE OF WALL STREET. 


“The basis of present general 
activity in this country is sound and 
recovery may continue through 
1923, provided we have learned 
the lessons of the past and can 
avoid pitfalls. It is difficult to see 
how there is any basis for the be- 
lief that we are approaching a 


boom in business.” 
—Senator-elect EDWARDS. 
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The Truth About Labor 


What Labor Wants—Can It Trust 
Its Leaders?—Labor as Investor 


HE | difficul- 
T ties which 

this country 
has been expe- 
riencing on ac- 
count of labor 
troubles may be, 
in large part, at- 
tributed to the 
failure of the 
leaders of labor 
as well as employ- 
ers to educate la- 
bor to a full sense of its true position. 
This lack of education and glossing over 
of facts as they exist has made for lack 
of stability and has given the unscrupu- 
lous propagandist and visionary dreamer 
an opportunity to sway workers, some- 
thing which could never have been man- 
aged had the workers been in possession 
of the real facts. 

One of the glaring inconsistencies of 
the present position of labor is the fright- 
ful discord that exists in the various la- 
bor camps. Labor has for centuries been 
the tool of whatever interest could in- 
fluence it, and nearly always to its own 
detriment. 

At the first sign of chaos and disorder, 
labor suffers more than anyone else. The 
children of labor are the first to suffer the 
pangs of hunger when trouble commences. 

Is it not time that something were done 
to educate the worker so that he may take 
a broader view of the situation, a view 
that will enable him to recognize his own 
position and enable him to make progress 
without friction? 

Labor should see that its interests are 
in the main identical with those of the 
rest of the public. Tens of thousands of 
workers are shareowners or are the proud 
possessors of bonds. Labor is very often 
a capitalist, on a small scale, if you will 
but nevertheless a capitalist. Yet, in spite 
of such community of interest with busi- 
ness men and employers, labor has often 
been induced to strike against its own in- 





By W. L. WILLIAMS 


terests. Yet is it not patent that holding 
back production will not solve evils, if 
they exist? Every worker realizes or 
should realize that every strike tends to 
increase the cost of living, with labor it- 
self suffering the most. Enlightened 
opinion dictates that what is essential is 
cooperation of all classes—not obstruc- 
tion, peace—not war. 

Let us now examine a few of the 
salient features of the actual labor sit- 
uation. 

For the last twenty years or so this 
country has been drifting into a position 
whereby the working element, or perhaps 
we should say the laboring element, might 
hold the balance of power in every ques- 
tion concerning national life. 
distinguished from capital and business 
is having much to say as to how capital 
and business should be treated, dealt with, 
if you please. In other words, the man 
who works with his hands today claims 
the right to participate in that part of his 
job once left to the executive, i. e., the 
employer or the capitalist. The laboring 
man is something to be reckoned with be- 
cause of his aggregate powers. Which is 
no startling statement when one considers 
that he represents approximately one-third 
of our population. 

There are two kinds of persons in the 
field of labor competent to speak of it. 
One is the hard-headed, practical leader 
who received his training in the school of 
experience. The other is the leader who 
set out with a college education and, hav- 
ing learned to think for himself and to 
visualize conditions of the past and pres- 
ent, joined the labor movement. He may 
be by nature a reformer, one with a vision 
of making things over for the betterment 
of the race, or he may be a natural faker 
with personal ambitions and the supreme 
egotism that apparently is the reason why 
his kind are often accepted as leaders. 
These two types of leadership are fairly 
divided in American labor councils. As 
far as we have been able to determine, 


Labor as‘ 


there is just one thing on which they 
agree. 
Civil War in Labor World 


Either will tell you, as they have told 
this writer, that industrial conditions are 
due for a change. They will tell you 
that just as the capitalistic system devel- 
oped out of feudalism so must something 
or other develop out of capitalism. And 
there is where they part company. There 
is actually more civil war in the labor 
world today than there is between 
capital and labor as institutions. The 
laborers, or the masses, whichever one 
chooses to term them, are split up into 
many factions—each convinced that its 
way is right, that whatever is don: must 
be done its way, by its methods. 

One would assert that the great Amer- 
ican Federation of Labor which has ac- 
complished so much for the working man, 
stands on a single principle as the cham- 
pion of the great one-third. Such is not 
the case. Among the leaders in that or- 
ganization there are many policies, set 
schemes and personal feuds. 

The principal battle now raging is be- 
tween the Federation and the Trade Union 
Educational League, led by Foster, of 
steel strike fame. Foster made a pilgrim- 
age to Russia early in the Bolshevist 
regime; and since his return has been 
identified, ‘by the opposing faction, as a 
Communist, or something of the sort— 
one hardly knows what they have not 
termed him. Arrayed with either one side 
or the other are a score or more of other 
and lesser factions. The lines have been 
rather sharply drawn of late, on one side 
the so-called radicals whose creed is 
industrial unionism combined with politi- 
cal action; on the other the conservatives, 
demanding “a fair day’s wage for a fair 
day’s work,” aided by “economic action.” 
Now, all these pat phrases need ex- 
plaining. 

The A. F. of L. group, or conservatives, 

(Please turn to page 558) 





The combined time used by labor last ye 
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to build the Panama Canal 


ar to listen to professional labor demagogues would have been sufficient 
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put three brokers into the crowd in 

which his stock is dealt on the floor 
of the New York Stock Exchange. To 
two of these brokers he gives orders to 
buy 200 or 300 shares every eighth up, 
which makes a purchasing power averag- 
ing 500 shares at each fraction advance. 
This creates what is apparently a new de- 
mand for the stock. Each of these two 
brokers, while operating individually, has 
an inkling who the other one is, and he 
is careful not to duplicate purchasing 
power at the same fraction. First, one 
broker buys 200 shares, and then the 
other buys 200, then the first one endeav- 
ors to mark it up an eighth by bidding a 
higher fraction. As the sales are record- 
ed on the tape, they give the impression 
that the stock is going to be 
moved higher. The public or 


T pool manager’s next move is to 


How Pools Operate in the Market 


2.—The Process of Accumulation and Marking Up 


hours, it indicates that the public is not 
following very well and probably that a 
number of floor traders have absorbed 
some of the stock. 

It makes a great difference to the man- 
ager of the pool as to whether he attracts 
buying by the public or by the traders, be- 
cause the floor traders, if they see a 
movement beginning to halt, will throw 
over their stock and thus create a dupli- 
cation of the. supply that the pool man- 
ager had made effective on the way up 
from 49 to 4914, and the pool manager 
will thus be forced to protect his stock 
by taking back at a fraction under 49 
what the floor traders sell back to him, 
forcing him to create another rally in a 
second attempt to distribute. 

If, on the other hand, the dominating 
purchasing power above 49 is by outsiders, 
they will not be so quick to throw it over, 
but are more apt to hold it for a few 


buy back between 45 and 46, such stock 
as he has previously sold at 49 or above, 
thus adding to his initial profit described 
in the previous article and marking down 
his cost proportionately by applying that 
profit to a reduction in the average cost 
of his remaining holdings. 

As the traders raid the stock to lower 
levels, they create a supply which is 
augmented by any stop orders which are 
reached, and thus the pool manager, 
whose buying is the most important in the 
crowd, takes whatever stock is offered 
provided he can get it between 45 and 46. 
If the supply is too great, he will buy on 
a scale down, increasing his takings as 
the bottom of the down swing seems to 
be approaching, and when the selling pres- 
sure is about exhausted, he will take 
whatever there is in sight and bid it up 
quickly. In case it happens to dip as low 
as 42, he will buy whatever there is up to 

45 and bid 45 for it, which will 








traders in the various broker- 
age offices all through the 
country will begin to buy 100 
shares here and there. 

A third broker will supply 
this hundred share demand, 


20,000 


0 
not offering any stock but sell- ee 
ing as the bids appear. He 2,500 
will not sell to the two brok- 5,000 
ers who are buying, but he will 
sell to outsiders. The stock in 41,000 


this way is quickly marked up 
several points, to, say, 49 or 
thereabouts, where a supply of 








EXAMPLE OF A POOL OPERATION 
BOUGHT: 


SOLD: 


originally accumu- 





6,000 at 4514 . .$226,250.00 


result in long buying by those 
who are influenced by his 
strong bids. Floor traders, 
who may be short, seeing this 
new strength come into the 
stock, will be induced to cover. 


lated at avg. 45. $900,000 8,500 at 495¢.. 419,687.50 oe. 2 : 
Me ghana stbear 215,000 This creates a buying demand 
Neal ats 384,625 which he supplies at rising 
at 45 112,500 quotations. 
i areneea sh 225,000 Let us say that the stock is 
— a now selling at 45'%4; that he 
$1,837,125 13,500 $645,937.50 has recovered all of the 8,500 


Net Long Position, 27,500 Shares. 
Averaging Per Share, $43.31. 








shares distributed at 49 and 
above, adn about 2,500 shares 
in addition. The 8,500 shares 











8,500 shares will appear in lots 
of, say, 1,500 shares at 49, 2,500 
shares at 49%, 3,000 shares at 49%4 and 
1,500 shares at 4934. These orders are 
given to perhaps three or four brokers 
and they give them to the specialist. 

If the public demand generated by the 
previous action of the stock and these 
transactions in round lots at increasing 
fractions above 49, should prove sufficient 
to absorb all of this stock, another broker, 
called the bid-up man, is sent into the 
crowd. This bid-up man is the third man 
who helped in the original bidding up. 
He now steps in and bids 49% for 5,000 
shares or any part of it, taking as little 
as possible. This gives all the floor trad- 
ers the impression that the stock is in 
very great demand and in many cases this 
bid is reported to the brokerage offices 
and transmitted through them to the 
clients. If he is successful in obtaining 
any portion of this 5,000 at 4914, having 
established the price, the other two origi- 
nal brokers start by bidding the stock up 
from that price in 100 and 200-share lots. 
This work will show quite a movement 
on the tape and may be either very fast 
or very slow. If it takes place over a 
period of half an hour, a sharp reaction 
should occur within the next twenty 
minutes. If this movement from 49 up 
to 49%4 or about, requires two or three 
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points profit, about 60% of them protect- 
ing themselves below 49 with stop orders 
ranging from half a point to four points 
from the prices which they paid. 

From the above it will be seen that the 
character of the buying at this stage of 
the manipulation is crucial for thereupon 
rests the success or failure of this part 
of the operation. A floor trader will take 
a quick profit of a fraction and a loss of 
similar proportions, while on the activity 
created on his selling or buying, or both, 
there may be attracted a fresh public in- 
terest. The heavy supply previously re- 
ferred to is created not only by the throw- 
ing over of stock bought by traders, but 
in addition they sell short, and the result- 
ing combined supply may more than off- 
set the purchases by the public; hence, 
a temporarily unstable technical position 
is created in which the traders, gaining 
courage by a slight weakening, continue 
to offer the stock down until liquidating 
sales by others are induced, thus produc- 
ing what is known as a technical re- 
action. 

Under the circumstances, no new buy- 
ing by the pool manager will occur until 
the stock has reacted practically to the 
level at which the bulk of his stock is 
carried as collateral on bank loans, which 
is now, say, 45. In other words, he will 





repurchased averaged a profit 
of about four points, which 
gives him $34,000 profit to reduce the 
average cost of his long stock. The 2,500 
shares which he has purchased in addition 
gives him a total long position of 22,500 
shares. 

He is now ready to take further advan- 
tage of the favorable position, earnings 
and prospects of the company. He has 
acquired less than a quarter of his line, 
but as he believes the ultimate destination 
of the stock is 75, he now cautiously adds 
to his line in a way that will not advance 
the price very much, buying the stock as 
it is offered and taking what is known 
as a trading position meanwhile, with the 
stock holding between 44 and 47. He will 
sell on bulges and buy back on dips, 
endeavoring to have the stock close every 
night somewhere in the neighborhood of 
45, which gives it an appearance of sta- 
bility at that level. In this trading area 
he will probably accumulate another 5,000 
shares, which will give him 27,500 shares. 
This trading position may be continued 
over a period of two or three weeks. at 
the end of which time the stock is in a 
sold-out condition with little or no stock 
for sale on a scale between 45 and 50. 
The way is now clear for him to start 
another upward move, which will be de- 
scribed in an early issue of this magazine. 
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Something Worth Thinking About 


NVESTING money in securities used 

to be a field reserved for compara- 

tively wealthy men. Up to quite re- 
cently the better class bonds were not to 
be had in less than $1,000 pieces and many 
of them were in $5,000 pieces; there were 
no partial payment plans; there were no 
real estate mortgage bonds and similar 
specially priced investments. If you had 
money that you did not need immediately, 
you either had to content yourself with 
the savings bank or else give up your de- 
sire to invest in conservative securities, 
and put your savings in low-priced and 
therefore (at that time) speculative com- 
mon and preferred stocks. 

Investing money today is a field reserved 
for no single class. A great change has 
swept over the financial community. To- 
day there are myriad securities, all 
especially devised for the small investor. 
The small investor today is catered to 
quite as actively—if not more actively— 
than the wealthy man of a generation ago. 


How It Started 


The war and the U. S. Government 
started it. The war put the Government 
into a position where it had to call on 
every man and woman in the land, irre- 
spective of circumstances, to help finance 
current expenditures. In order to assure 
the success of its appeals, the Govern- 
ment had to depart from its former 
policy of issuing bonds only in large de- 
nominations. So it offered them in 
denominations of as low as $50. 

The response the Government got is 
now history. Over 20 million individual 
men and women subscribed to the various 
Liberty Loans. Every one of the huge 
security offerings which the Government 
made was several times oversubscribed, 
and the oversubscription was in large part 
due to the enormous investment power 
which the common people of the country 
—the average, everyday men and women 
—proved to have. 

The discovery (or development) of this 
great buying market was a revelation to 
our corporations as well as to our bank- 
ers and to the Treasury Department. It 
showed that a practically limitless invest- 
ment-buying power existed ir the shape of 
the general public—a far greater buying 
power than had formerly been had from 
the wealthy classes. 


The Corporations Join the Procession 


Naturally, the corporations decided not 
to ignore this market any longer. Some- 
body started issuing “baby bonds”—bonds 
in $100 lots, and that went over big. Then 
came special type bonds—real estate 
mortgages, trusts, special investment 
plans, and these offerings were snapped 
up just as readily. One of the country’s 
largest banking institutions, if not the 
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The NewInvestment 
Army and Its Possibilities 
By F. G. PRENTISS 


largest, took one of the most “radical” 
steps in its history in the effort to keep 
up with the procession. It opened a spe- 
cial department for small savings and 
offered to accept such savings and pay 
interest on them even if the accounts re- 
ceived only began with a dollar. 

In the securities markets, the new de- 
velopment became a major influence. 
Odd-lot houses began to do the biggest 
business in their history. The dealings 
on the New York Stock Exchange 
swelled to enormous proportions. 


Ally or Enemy, Which? 


This army of small investors created by 
the United States Government can become 
the greatest ally American finance could 
possibly have. It can be the means of 
establishing incorporated industry on a 
firmer basis than ever before. It can 
assure the continuance of our financial 
institutions, and the development of our 
people into a nation of intelligent and en- 
thusiastic investors. 

Or this army can develop in another 
and less desirable fashion. 

The burden of decision rests with the 
established financial community. The 
community can ignore the interests of the 
members of this new investment army— 
leave them to work out their own fate 
unaided—and suffer the apparently in- 
evitable consequences. Or it can make 
the protection and safeguarding of small 
investors one of its chief works, and 
thereby assure itself, not only of their 
moral support, but of their continued co- 
operation. 


Big Strides, Well Taken 


When the Street set to work at cleaning 
up the bucket-shop situation, it took a 
big step forward in the right direction. 
Here was one of the greatest evils—be- 
sides being one of the oldest evils—in 
the world of finance. It was the biggest 
obstacle to the development of the small 
investor—for small investors were the 
bucket shops’ prey, and to wipe it out, so 
far as that was humanly possible, was the 
best thing the Street could have done for 
itself. 

When, following the anti-bucket shop 
campaign, the Street began to interest 
itself in stamping out fraudulent security 
promotions, it sealed another bond with 
the small investor, and also, it made the 
essential support and co-operation of small 
investors everywhere that much surer. 
(Ethics, altruism and all other moral 
considerations aside, to close the fake 
promoter’s doors through which small- 
investor money has been flowing at the 
rate of some 3 billions of dollars a year, 
and thereby conserve those billions for 
commitment in legitimate and essential 
industry, is obviously a matter of para- 


mount interest to the established institu- 
tions of finance.) 


The Need of the Hour 


One step more remains to be taken. A 
step that might well prove the most pro- 
gressive that could be taken. One, more- 
over, which would be to the interest of 
large investors and large financial institu- 
tions as well as to the interests of small 
investors, although it is on behalf of the 
latter particularly that the step is pro- 
posed. 

That step is to devise a means of pro- 
tecting the great investing public against 
losses due to the failure of brokerage 
houses. 

A man may come to Wall Street with 
an open mind, ready and able to learn 
how to invest his surplus funds. He may 
study the science of investing con- 
scientiously, and conduct his operations in 
the most conservative fashion. His efforts 
may, and frequently do, carry him far 
toward his goal of independence, and 
thereby increase his confidence and inter- 
est in American industry and American 
finance. Up to that point, we help create 
a “booster” for the existing system and 
machinery—which, supposedly, we all 
would like to see endure. 

But when the organization through 
which this individual conducts his opera- 
tions goes under (as woefully many of 
them have gone under, even in the one- 
year period just completed) an event 
which he could not have foreseen, which 
no amount of study and application on 
his part could have equipped him to fore- 
see, deprives him, at one fell swoop, of 
most, if not all, of the fruits of his labors, 
and if the would-be investor, after suffer- 
ing such a setback as this, transforms 
from a potential booster into a very bois- 
terous knocker, who can blame him? 
Obviously, that is just the course he will 
take—the course many one-time investors 
no doubt have taken even in recent 
months. 

To protect the public, and Wall Street 
as well, against this eventuality is one 
of the pressing needs of the times. 


Working the Plan Out 


That such protection could be proviaeu 
is a belief entertained in responsible quar- 
ters. Thus, an executive in one of the 
largest insurance companies in this coun- 
try recently said: “I know of nothing in 
the insurance laws which would prohibit 
indemnifying the clients of financial in- 
stitutions against losses due to failure of 
such an institution, and I should think 
the machinery could be worked out— 
probably in the form of a surety bond, 
issued by one of our several casualty com- 
panies.” Many of those who have dis- 
cussed the plan point out that a famous 
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reign insurance organization, one of 
orld-wide prominence, has devised poli- 
cies to cover far more unusual cases. 
\Vhile the question of what the premium 
rates would be, who should assume those 
emiums (the public, member houses, or 
e exchange itself), how much control 
the insuring organization would or should 
given over the activities of the insured 
while such questions as these could only 
answered after extended research and 
vestigation, the belief that they could be 





answered in a way satisfactory to the 
proposition has not been disproved. 

This publication has championed failure- 
protection from the beginning, in the be- 
lief that the times demand some such 
provision, and also that its enactment 
would react to the immeasurable advan- 
tage, actual as well as moral, of the finan- 
cial community and our _ established 
institutions. It looks forward to the time 
when satisfactory action will at last be 
taken. 





’ntroducing— 


Daniel Willard of the B. & O. 


One of the Most Respected, Best Known 
and Best Hated Men on the Railroads 


By W. SHERIDAN KANE 


OTE: This is the first of a series of “snap-shots” of leading men in the industrial 
life of America. - 


HEN Daniel Willard, President of 

W the Baltimore & Ohio, opened his 

mail late in December some years 

azo, he found an annual pass for the 

Southern Railway, sent to him by Samuel 

Spencer, who was then president of the 
puthern. 

It was customary for railroad presidents 
» exchange these annual courtesy passes. 

hrough an oversight, however, the clerk 
vho made out the pass for Willard had 
ised a form that (in those halcyon days) 
was issued only to newspaper men. It 
vas not good on the Southern’s crack 
imited, and stamped across it in red ink 
vere the words, “Not good on trains No. 
i7 and No. 38.” 

Two days later, Spencer received in the 
nail his annual pass over the Baltimore 
& Ohio. Stamped across it in red ink 
vas the notation “Not good on passenger 


rains.” 
* * * 


Daniel Willard was born in Vermont, 
n January, 1861, and three months later 
the Civil War began. Whether there was 
iny connection between the two events 
‘annot be said offhand, for historians 
igree that the true story of the Civil War 
annot be written for another fifty years. 

Early in life Willard determined to be 
. farmer and attended the Massachusetts 
Agricultural College, from which he was 
rraduated in 1879. But the family name 
Willard suggested anything but “hics,” 
ind so he decided he would leave the farm. 

According to Who’s Who: “He entered 
‘ailway service in 1879,” but up around 
Troy, Vermont, the comment at the time 
was: “Young Dan Willard’s got a job on 
the railroad.” 

While most of the young men who be- 
gan working for the railroad the same 
ime as Willard were content to buckle 
lown to hard work and show such apti- 
ude for the particular job to which they 
vere set that they have been kept at it 
ver since—some of them have been 
wakemen or firemen for forty years, 
showing real stick-to-it-iveness—Willard, 


on the other hand, was never satisfied. 
He no sooner learned one job than he was 





DANIEL WILLARD 


It wasn’t until 1899 that he became ac- 
customed to being called Mister Wil- 
lard. That was the year when he was 
made Assistant General Manager of 
the B. & O. Later on, by successive 
steps, he ascended the ladder until he 
became President of the road. 











after another a little higher up; and, some- 
how, the railroad always managed to find 
a little better job for him. By the time 
1899 came along he was Assistant General 
Manager of the Baltimore & Ohio and 
had gotten used to being called Mr. 
Willard. 

Then he drifted over to the Erie and 
kept on going up until 1904, when he was 
made First Vice President and General 
Manager. From there he went to the 
Burlington, and in 1910, the Baltimore & 
Ohio took him back, making him Presi- 
dent, which job he has held ever since. 
Incidentally, he found time to be chairman 
of the Council of National Defence, and 
chairman of the War Industry Board, 
resigning in 1918, after the war had 
closed. 

Mr. Willard is one of the large group of 
men at whom the radical element in our 
political and social circles rails whenever 
it thinks of “Wall Street,” “the interests” 
or “capitalistic tyrants.” Yet when you 
figure it out, he is just an ordinary, every- 
day American who began life alongside 
of Casey Jones, working on the railroad, 
and has been working on the railroad ever 
since. 

He is dominating, but not domineering; 
a leader of men, not a driver; he learned 
the theory of railroading in the school 
of practical experience. His whole atti- 
tude as described recently by one who had 
been associated with him for years, is that 
the railroad organization is made up of 
thousands of individuals composing many 
groups, each of which has its executive 
and semi-executives, the whole directed 
by a central group, and he looks upon the 
fact that he is the head of the organiza- 
tion as a mere incident, having to do not 
at all with any superior ability of his, but 
merely because somebody must fill that 
particular post. 

A good many incidents in Mr. Willard’s 
life have become public property. Most 
of them accentuate the characteristics of 
the man as just outlined; others serve to 
bring out sharply the fact that has been 
emphasized so often by THe Macazine 
oF WALL Street—that “Wall Street,” or 
“New York,” or “the interests,” are 
merely meaningless phrases as commonly 
used. There is no “New York” that is 
sucking the life blood of the nation. New 
York City is merely a strategically located 
port in which millions live and contribute 
by their activities to the development and 
advancement of the national industrial 
body. 

New York City itself is little more than 
the executive office of the nation’s busi- 
ness. 

“Wall Street” is merely a term applied 
to the downtown section of New York, 
where most of the leading financial con- 
cerns are housed. 

The leaders of finance, of “the inter- 
ests” domiciled in New York, the men in 
short who are had in mind when New 
York is “cussed,” are not New Yorkers 
at all, except in isolated instances, and 
then it will be found as a rule that their 
principal business training was outside of 
New York City. 

Mr. Willard is fond of telling a story 
which illustrates this very well. .He 

(Please turn to page 563) 
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Underlying Factors in Foreign 


Exchange 





What the Gold Standard Is—Reason for the 
Decline in Foreign Exchange—The Outlook 


ing the past year is a record of the 

political history of the world in that 
year. In order, however, to appreciate 
the significance of exchange movements 
during 1922, it is necessary to understand 
the great change that has taken place in 
the foreign exchange market as a result 
of the war. The reason for this is that 
there are factors at work in the exchange 
market at present that in normal years 
before the outbreak of the war had prac- 


Tce story of foreign exchange dur- 







tically no effect upon exchange rates. 
It is a surprising fact that there are but 


By THOMAS B. PRATT 


few persons who can give an intelligent 
explanation of the principles and funda- 
mentals_of foreign exchange. Prior to 
1914 foreign exchange was almost a closed 
book to all except a few so-called experts 
who made it their business. The general 
idea existed that it was a complicated 
subject requiring a highly trained mathe- 
matical mind to comprehend. Actually 
there was nothing complicated about it, 
but the system upon which foreign bal- 
ances were settled worked so smoothly 
that there was little or no necessity for 
anyone except certain international bank- 


ers to follow the course of exchange 
rates. These rates did not fluctuate to 
any great degree. In the case of sterling, 
for example, they usually remained within 
the gold points of 4.84 and 4.89. 


What Foreign Exchange Is 


The foreign exchange market, broadly 
speaking, is the medium through which in- 
ternational debts are settled, and the sys- 
tem is no different in principle than that 
by which debts are settled between mer- 
chants in various parts of the United 
States. Domestic exchange, however, is 




































FOREIGN EXCHANGE RATES IN 1922 
High and low rates of the principal exchanges of the world by months, in terms of U. S. currency. Sterling is 
shown in dollars and cents per unit, all others in cents. 
Par 

Value January February March April May June July 
DEED sénaves 4.86 High 4.25 4.41 4.43 4.42 4.46 4.50 4.45 
Low 4.17 4.28 4.29 4.35 4.42 4.38 4.43 
ED eeeestces 19.38 High 8.35 9.15 9.16 9.37 9.19 9.13 8.88 
Low 7.93 8.33 8.75 8.94 8.94 8.32 7.81 
Belgium ...... 19.38 High 8.05 8.68 8.68 8.67 8.42 8.43 7.95 
Low 7.55 7.92 8.16 8.31 8.21 7.90 7.45 
BUR ccccecces 19.3 High 4.47 5.60 5.34 5.55 5.36 5.22 4.78 
Low 4.20 4.66 5.02 5.05 5.05 4.64 4.41 
Switzerland . 19.38 High 19.52 19.60 19.58 19.45 19.38 19.16 19.21 
ow 19.24 19.43 19.30 19.36 19.03 18.85 18.98 
ae 40.2 High 36.85 38.55 38.35 38.10 38.91 39.05 38.90 
Low $6.21 $7.10 37.25 37.95 38.20 38.15 38.50 
Germany ...... 23.82 High -59 53 44 43 -35 36 25 
Low 47 45 .30 .30 31 25 16 
Denmark ...... 26.8 High 20.07 21.03 21.30 21.25 21.66 22.13 21.60 
Low 19.95 20.13 20.85 20.90 21.15 21.15 21.40 
Sweden ........ 26.8 High 24.95 26.60 26.58 26.15 25.87 26.15 26.05 
Low 24.60 25.40 25.75 25.85 25.52 25.45 25.80 
Norway 26.8 High 15.85 17.15 18.05 18.90 18.70 17.82 17.10 
Low 15.35 15.85 17.05 17.60 18.00 16.05 16.40 
Finland 19.3 High 2.05 2.05 2.14 2.10 2.13 2.30 2.30 
Low 1.85 1.99 1.96 1.87 2.05 2.12 2.10 
Czechoslovakia 20.26 High 1.98 1.93 1.86 2.04 1.95 1.95 2.35 
Low 1.55 1.69 1.62 1.79 1.89 1.91 1.91 
EE. dnceves 20.26 High .033 .036 .021 .013 -015 .008 -005 
Low .024 .021 .013 012 .009 .005 .002 
Roumania ..... 19.38 High 85 .83 .80 .77 .70 .69 .65 
Low -70 -75 -72 -70 .69 60 .56 
Argentina ..... 42.45 High $4.75 37.00 37.50 36.12 36.87 36.56 36.70 
Low 33.25 35.62 35.31 35.00 36.06 35.62 35.75 
ED cccccees 32.44 High 12.87 13.75 14.25 13.69 13.94 14.12 13.81 
Low 12.75 12.75 12.62 13.47 13.55 13.87 13.00 
GRD cccccccce 36.50 High 10.75 11.12 11.87 11.37 12.50 12.87 13.50 
Low 9.50 9.75 11.00 11.00 11.25 11.25 12.62 
Uruguay ...... 103.42 High 76.75 83.00 83.00 79.50 80.00 83.00 82.50 
Low 71.00 75.37 79.25 76.62 79.50 79.50 79.75 
DOGG ccccccese 49.84 High 49.00 48.00 47.75 47.75 47.62 48.50 48.50 
Low 47.50 47.50 47.50 47.50 47.25 47.50 48.00 
Jugoslavia . 20.3 High 375 .835 .870 .430 .870 .365 .330 
Low .330 .310 .805 .305 .340 .820 .292 
Spain 19.3 High 15.15 16.04 16.00 15.60 15.96 15.85 15.63 
Low 14.76 15.18 15.25 14.46 15.47 15.13 15.00 





August Sept. Oct. Nov. Dec. 
4.48 4.47 4.46 4.49 4.69 
4.43 4.37 4.37 4.44 4.50 
8.22 7.84 7.60 7.41 7.57 1} 
7.53 7.53 6.90 6.31 6.97 i} 
7.75 7.41 7.15 6966.99 | | 
7.10 7.10 6.40 5.72 6.41 i 
4.63 4.39 4.31 4.83 5.13 it 
4.31 4.16 3.90 3.97 4.85 
19.07 19.01 18.70 18.74 19.00 | 
19.00 18.60 18.05 18.04 18.74 
39.10 38.96 $9.12 39.63 40.10 
37.70 38.63 38.05 39.00 39.56 | 
.16 .08 .06 .02 01 
.05 .06 .02 .01 01 
21.63 21.48 20.58 20.39 20.93 
21.39 20.20 19.91 20.08 20.39 
26.82 26.56 26.78 26.96 27.05 
26.00 26.21 26.33 26.11 26.88 | 
17.43 17.13 18.20 18.67 19.16 
16.70 16.62 17.16 18.03 18.52 
2.20 2.22 2.42 2.77 2.55 
2.09 2.15 2.22 2.42 2.50 
3.60 3.52 3.60 3.37 3.19 
2.29 3.00 3.08 3.14 2.93 
.002 .001 001 -001 001 
-001 001 -001 -001 -001 
1.09 -74 .66 .66 .63 
.66 -60 -61 .61 .56 
36.40 36.40 36.33 37.10 38.13 { 
36.00 35.35 35.40 35.90 37.00 
13.70 13.35 11.75 12.87 12.40 
13.35 11.75 11.25 11.35 11.80 
14.50 14.30 14.05 14.00 13.90 
13.30 13.70 13.70 12.10 12.10 
82.00 79.50 79.00 82.75 86.80 
79.75 76.40 75.10 77.87 82.50 
48.50 48.50 48.30 48.60 49.10 
48.00 47.85 48.10 48.25 48.65 
815 .872 .486 -420 .852 
-280 .300 -840 .375 277 
15.65 15.53 15.39 15.39 15.79 
15.44 15.10 16.11 15.17 15.38 


























THE MAGAZINE OF WALL STREET 











nge 

to 
ing, 
thin 


dy 

in- 
ys- 
hat 
\er- 
ited 


1S 








t' 











simplified by the fact that the same cur- 
rency is used in all parts of this country 
ind that a debt for any particular amount 
n one city does not have to be translated 
nto another unit of currency in another 
ity. Sometimes a merchant in Chicago 
vho has received a check from one of his 
usfomers drawn on a New York bank is 
ble to sell the New York funds at his 
ank for a slight premium, and at other 
imes he has to accept a small discount. 
(hese premiums and discounts represent 
he value to the financial community of 
ne city of funds in another city and off- 
et the cost of shipping currency between 
ities when such sl ipments are made nec- 
ssary by seasonal requirements. 

In settling international transactions, 
owever, the currencies of the various 
ountries have to be taken into considera- 
ion. In the pre-war days practically all 
he large nations of the world were on 
vhat is called a gold basis. Briefly, this 
vas an implied or legal agreement to re- 
eem currency for gold. In other words, 
he possessor of francs in France knew 
hat those francs had a certain gold value 
nd that they could be changed into gold 
m demand. In this country, for example, 
he holder of a $20 gold note, although it 
s made of paper, knows that the Treasury 
f the United States will redeem that note 
or gold if the i-tual $20 gold piece is 
anted. The gold piece is made of a cer- 
iin amount of gold of a stated fineness 
ind is worth a certain amount in every 
ountry operating on the geld standard. 
The value of this gold standard basis 
ests in the fact that the merchant in the 
United States, for example, who had sold 
goods to England for a certain number of 
pounds sterling and who had received pay- 
ment for the goods in sterling, knew how 
many dollars he would receive for his 
sterling check. He knew that in England 
he could cash that check for the same 
amount of English currency and that if 
he wished he could turn that currency 
into gold which had a stated value in the 
United States. 


London as Leader in International 
Trade 


In order to simplify international trans- 
actions, a system was developed years ago 
whereby the bill of exchange drawn on 
London became the currency of the world. 
It was because of England’s pre-eminent 
position in financial affairs that this came 
about. Even balances between. two coun- 
tries for transactions in which London did 
not enter were generally settled by the bill 
of exchange on London for the reason 
that both countries, or rather the bankers 
in those countries, found it convenient and 
cheaper to use London as a clearing house 
for such transactions than it was to main- 
tain balances with each other. The opera- 
tions of the exchange market consisted of 
buying and selling checks or drafts or 
other evidences of indebtedness. The 
Southern cotton grower might sell his 
product to a manufacturer of cotton goods 
in Manchester, England. The two prin- 
cipals would agree upon a method of pay- 
ment which might be either a draft 
drawn on the Manchester firm by the 
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American cotton grower which would be 
accompanied by bills of lading and other 
papers, or the Manchester firm might give 
the American grower a check payable at 
sight or in thirty, sixty or ninety days. 
These forms are used merely as illustra- 
tions and not because they represent the 
usual form in the case of cotton. The 
cotton grower, desiring to turn his evi- 





dence of indebtedness into such form that 
it might be deposited in his bank, took his 
draft or check to his bank, where he sold 
it, and he immediately received a deposit 
to his credit in American dollars. The 
bank sold the paper to its correspondents 
and it ultimately reached New York, the 
clearing house in this country for such 
(Please turn to page 550) 





Are We Sending Gold Abroad? 


The Trend in Exportation of Gold From This 
Country and Possible Effect on Domestic Credit 


By D. E. LAWRENCE 


UPPLY of monetary gold (as of Oc- 
S tober 31) in this country is 3.9 bil- 

lions or an increase of about 109% 
over the amount held in 1913. The in- 
crease was due to payment in gold during 
the war by Europe to the United States. 
Europe’s loss of gold during this period 
was our gain. In the fiscal year 1921, we 
imported 638 millions of gold and export- 
ed 133 millions, leaving net imports of 
about 505 millions. In the following fis- 
cal year, we imported 468 millions, ex- 
ports dropped to as low as 27 millions, 
and we had an import surplus of 441 mil- 
lions. In the first four months of the fis- 
cal year of 1923, the rate of imports de- 
clined slightly while there was a corre- 
sponding tendency toward increase in gold 
exports. At the present time, it seems as 
if these two tendencies will be accentuated 
in the near future with the probable re- 
sult that our large annual balance of gold 
imports, as seen in the past few years, 
will shrink somewhat. Mostly the flow 
of gold toward Europe will be the result 
of increased American tourist travel. 

The nations of Europe are now down 
to a practical minimum with regard to 
their gold supplies and it is not possible 
that they should continue to send gold 
here on the recent basis without further 
impairing their financial position. We our- 
selves have more gold than is necessary 
to sustain a strong financial position. The 
question—and it is not a new one—is 
whether we should commence to re-export 
gold to Europe for the purpose of rehabili- 
tating her financial position. This, of 
course, is largely dependent on such prob- 
lems as the Inter-Allied Debt and Ger- 
man Reparations, the solution of which 
still appears very far off. 

Disregarding, however, the possibility 
of large gold shipments abroad except 
those arising out of tourist expenditures 
and other purely commercial items, it is 


which made for a tremendously high vol- 
ume of gold imports into this country are 
no longer as strong as formerly and that 
with an evident trend toward increased 
gold exports to Europe, the outlook is 
that our gold koldings will probably 
shrink though to only a modest degree. 
So far as the effect of such a move- 
ment on the credit position of the United 
States is concerned, it is hardly likely to 
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be consequential. We have today more 
gold than we need for ordinary credit 
needs such as exist at the present time 
and a small loss in gold holdings such as 
now appears probable would not be impor- 
tant one way or another. Shipment of 
gold abroad on a modest scale, therefore, 
is likely to have no effect on our credit 
position but may have a strengthening 
tendency on European finances, albeit not 














nevertheless apparent that the forces a particularly marked one. 
GOLD IMPORTS AND EXPORTS 
(UNITED STATES TREASURY REPORT) 
Fiscal Year Fiscal Year July 1 to 
1921 1922 Oct. a, 1922 
Gold imports.... $638,557,805 $468,318,273 $112,261, 022 
Gold exports...... 138,537,902 27,045,282 20,589,769 
ee is vis. v ic cb ve swevncawnse $505,021,903 $440,972, 981, $91,671,263 
































The Risks in Unseasoned Bonds 


When Is a Bond Seasoned?—Some Exam- 
ples of Bonds That Have Been Unprofitable 


UCH has been said by financial 
M authorities regarding the desirabili- 

ty of purchasing “seasoned” bonds 
for investment but in spite of repeated 
warnings many investors, not in a posi- 
tion to assume any risk whatever, fail to 
appreciate the importance of making their 
commitments among issues that are “well 
seasoned.” 

In the strict sense of the word, a “sea- 
soned” bond would be one that has been 
outstanding for a number of years, dur- 
ing which period its interest has been 
regularly paid without interruption and 
at the same time its market price should 
have declined not below a point 


By R. M. MASTERSON 


oughly “seasoned” company. In such a 
situation the new bonds,’ provided they 
are adequately secured, should be favor- 
ably regarded by the careful investor. 
The American Sugar Refining Com- 
pany 15 Year 6s of 1937, which were is- 
sued just a year ago, ciearly illustrate 
this point. The company was organized 
about 30 years ago and for many years 
paid uninterrupted dividends on both its 
preferred and common stocks, outstand- 
ing in the aggregate of 90 millions. The 
terrific slump in sugar prices in 1920- 
1921 caught the company with over- 
extended inventories and made necessary 


seasoned” stage. But it is a well-known 
fact that of all new ventures and enter- 
prises a far greater proportion fail than 
succeed. Thus, while it is possible that 
an “unseasoned” company may eventually 
prove a great success, and its bonds grad- 
uate into the class of a “seasoned” invest- 
ment, it is evident that in buying an “un- 
seasoned” bond a far greater risk is as- 
sumed by the investor than the amount of 
risk involved in the purchase of a “sea- 
soned” security. 

It is not a very difficult matter for the 
investor to recognize an “unseasoned” 
issue, if he will take the necessary trouble 

to make a close study of the 





that would be justifiable dur- 
ing any reaction or period of 
depression. As an instance of 
this type of issue, take the 
U. S. Steel Corporation Sink- 
ing Fund 5s of 1963. The 
bonds are dated April 1, 1903, 
and have had a ready market 
on the N. Y. Stock Exchange. 
During the 20 years they have 
been outstanding, their inter- 
est has always been promptly 
met when due and the lowest 
price on record is 7814, which 
was reached during the panic 
of 1907. A period of 20 years 
has been sufficient to demon- 
strate, convincingly, that the 
issuing company is well able 
to take care of its obligations, 
under periods of business ad- 
versity as well as prosperity. 





vast differences. 
most absolute safety. 
buying at all. 


bonds. 


“seasoned? 
questions are answered by the author. 
of warning is struck. Investors would do well 


to heed it. 


ETWEEN bonds, as in stocks, there are 
Some bonds offer al- 
Others are not worth 
Between the two extremes are 
many groups, ranging from those of a frankly 
speculative nature, to those nearly belonging in 
the class with the safe and sound Government 
In all bonds, the element of “‘season- 
ing’ enters in determining its character from 
the viewpoint of safety. When is a bond 
This and some other pertinent 
A note 


details or go over the offering 
circular carefully. The exam- 
ination of a few old circulars 
of bonds that have not “done 
so well” will serve to bring out 
some pitfalls which might have 
been avoided by a little com- 
mon sense reasoning. It might 
be well to suggest here that the 
“simon-pure” investor should 
always “play safe” by always 
giving himself the benefit of 
any doubts. That is, if he 
should have any question of 
doubt in his mind regarding a 
bond he contemplates purchas- 
ing he should by all means 
cast it aside and select another 
issue where such doubt did not 
exist. 


An Illustration 


The writer has culled his 








Thus, the purchaser of a bond 
of this calibre, if it is prop- 
erly secured by valuable assets, can feel 
assured that, barring some cataclysm of 
even greater proportions than the World 
War and its aftermath, the safety of his 
investment will not be impaired. 


Another Type of Seasoned Bond 


The writer, however, is inclined to the 
viewpoint that the term “well seasoned” 
should not be applied in its true literal 
meaning in connection with bonds. A par- 
ticular company, which has never had 
any outstanding funded debt, may, for 
one reason or another, find the necessity 
of raising additional capital through a 
bond issue. At the time of its issue such 
a bond, strictly speaking, could not be 
termed “seasoned,” yet the company itself 
may have had an excellent record of 
many years of success back of it which 
would entitle it to be spoken of as a thor- 
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the raising of additional capital. Accord- 
ingly, the 6% bonds were issued to the 
extent of 30 millions. These bonds, while 
not directly secured by mortgage, are pro- 
tected to the extent that the indenture 
provides that none of the properties may 
be mortgaged or pledged without equally 
securing the bonds. An issue of this char- 
acter may unquestionably be considered 
in the same light as one that had been 
actually in existence since the formation 
of the company. 


Unseasoned Bonds 


An “unseasoned” bond is, of course, the 
direct opposite of one that is “seasoned.” 
It is a new bond of a new company 
that has still to demonstrate its capa- 
bilities. Every company must have its 
beginning and the “seasoned” ones have 
naturally at some time been in the “un- 


files and has before him a 
number of old circuiars of “unseasoned” 
bonds which today are worth only a frac- 
tion of their original offering price. Allied 
Packers, Inc., Twenty Year Convertible 
6% Debentures of 1939, were brought 
out in July 1919 at 9814; two years 
later they sold as low as 35. No one 
could have foretold from the circular 
that these bonds would sell at that figure, 
but a careful and logical examination of 
the issue would have brought to light a 
number of reasonable “doubts.” 

In the first place, the Allied Packers, 
Inc., was a new corporation, organized 
for the purpose of acquiring “through the 
purchase of capital stock or the physical 
properties” seven moderate size meat- 
packing concerns. It was stated that “the 
former owners or managers of these com- 
panies will continue in active manage- 
ment of the respective properties. .. .” 
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From the foregoing it is evident that 
the owners of the various companies go- 
ng into the consolidation were “selling 
uit” to the public at a time (1919) when 
values were very high, yet at the same 
ime they were retaining control of the 
nanagement and operation for which 
ervices they would, apparently receive 
emuneration in the form of salaries. It 

unlikely that one individual out of a 
undred could have foreseen the terrific 
lump in packing-house products which 
vas to come about a year later, but al- 
nost anyone could have realized that in 
he middle of 1919 the country was in the 
iidst of a period of very high prices. 
‘he question should have arisen in the 
iind of a prospective purchaser of these 
onds, as to whether the new organiza- 
ion was not paying a pretty “stiff” price 
or the properties acquired. At least a 
easonable doubt should have been cre- 
ted. 

Balance-Sheet Position 


A glance at the “Preliminary Balance 
heet reflecting conditions existing on the 
cquisition of subsidiary companies under 
xisting contracts of purchase and on 
suance of securities already sold,” 
1owed plant account at 5.4 millions, in- 
‘stments (at cost) in subsidiary com- 
nies at 11.3 millions, net current assets 

12.9 millions, which, excluding good- 
ill of 2 millions, gave total net assets of 
0.6 millions, against which there was out- 
tanding 16 millions of the 6% Deben- 
ires. These net assets were equivalent 
» less than $2,000 behind each $1,000 of 
onds—debentures at that. Far too slen- 
ler a degree of equity for a safe indus- 
rial bond. 

Page one of the circular stated in bold 

type: “Present balance sheet shows net 
juick assets of approximately $13,000,000 
»f which over $9,000,000 is in cash.” True 
is stated—but it is interesting to note that 
1 footnote (in light face type) appended 
) the balance sheet, read: “Cash on De- 
josit includes cash realized from sale of 
ebentures which is to be used for con- 
emplated improvements and acquisition 
f additional plants.” These two state- 
nents surely should have caused some 
loubt in the mind of a thoughtful inves- 
yr. 

Earnings 


Regarding earnings, the circular gave 
ombined figures, of the companies being 
cquired, for the year ended April 30, 
919, showing net, after estimated taxes, 
f about 2.7 millions, or approximately 
44 times interest requirements on the 
ebentures. No figures were presented 
or earnings of previous years and as the 
eriod covered was one of unusual pros- 
erity for all packing concerns, another 
ttle doubt might well have arisen. 

So it would appear that if a careful in- 
estor who did not wish to take any un- 
ecessary risks with his money, had 
tudied these bonds with a determination 
) uncover their weak spots he probably 
ould have decided not to purchase them. 
Another instance of an unseasoned issue 
hat has “gone bad” is the Green Star 
steamship Corp. 5 Year Ist Marine 
‘quipment 7s, due 1920 to 1924. Four 
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and one half million of these bonds were 
offered in October 1919 at prices ranging 
from 98 to 100 according to maturity. 
Recently they have been quoted 5 bid, 8 
asked; i.e., $50 bid, $80 asked per $1,000 
bond. a 
The bonds were issued as a first mort- 
gage against five steamships having an 
aggregate dead weight of 45,950 tons. 
These vessels were appraised at $9,280,500, 
equivalent to over $200 per ton and bond- 
ed at about $100 per ton. Today freight 
vessels may be purchased at $20 or $30 
per ton—possibly less. Furthermore, com- 
plications have arisen which make the 
amount that bondholders will be able to 
salvage out of this “wreck” a doubtful 
one. 

During the latter part of 1919 anyone 
should have realized that the ocean ton- 
nage that had been built during and sub- 
sequent to the War was a good deal more 
than could be put into profitable service 
under normal conditions. There should 
have existed a well-founded “doubt” re- 
garding these bonds. 

Haytian American Corporation 7% Se- 
rial Notes, due 1922, 1923 and 1924, were 
issued in amount of 3 millions in July, 
1919, and sold at prices just under par, 
yielding 734%. The original bonds are 
practically worthless at the present time; 
the last bid the writer has been able to 
find was 1% ($10 per $1,000 bond) about 
two months ago. 


Haytian American Corporation was in- 
corporated, in New York, in 1917. It con- 
trolled, through stock ownership, railroad, 
electric light plant, wharves and ware- 
houses at Port-au-Prince, and an electric 
light plant in the City of Cap Haytien. It 
also owned and leased about 20,000 acres 
of sugar lands in Hayti and operated a 
sugar mill there. The bonds were a di- 
rect obligation of the company, but un- 
secured, and in the writer’s opinion, the 
original circular describing them showed 
them to be “thoroughly unseasoned.” 

Port Wentworth Terminal Corp. was 
primarily a realty proposition to develop 
a certain tract of land near Savannah, 
Ga., for industrial purposes. One million 
lst Mortgage Bonds, out of an authorized 
issue of 2 millions, were sold in Septem- 
ber, 1920, at par. Default occurred on the 
first coupon, due April 1, 1921, and in 
spite of the fact that the bonds are se- 
cured by a first mortgage, they were re- 
cently quoted at about 18%. 

And so it goes—through a long list. In 
nearly every instance of “unseasoned 
bonds” that have suffered a serious set- 
back, the original circular disclosed cer- 
tain weaknesses which might well have 
caused a reasonable doubt in the mind of 
the investor. This article may not be 
pleasant reading, but it has had a definite 
purpose—to sound a note of warning and 
to point out the dangers that exist in the 
purchase of unseasoned issues. 





Diversifying a Bond Investment 


A Unique Investment in Bonds Sug- 
gested by the Bond Buyers’ Guide 


leading bond of each group con- 

tained in the Bond Buyers’ Guide. 
An investment in each of these bonds 
would give the investor three railroad 
issues, three industrial issues and three 
public utility issues, each of which is the 
premier investment of the respective 
groups to which they belong. The nine 
bonds are divided equally between gilt- 
edge, middle-grade and speculative issues, 
giving the greatest possible diversification. 
The purchase of each of these bonds 
would give an average return annually of 


Tie accompanying table includes the 


6.24%, which is very high, in view of the 
integrity of the majority of these issues. 
Even the speculative issues recommended 
have very little of the speculative about 
them, as they are issues of companies 
which are steadily improving. By invest- 
ing in all of these bonds, the investor 
would minimize risk, at the same time 
securing an attractive yield. Purchased 
in bonds of $1,000 denomination, the in- 
vestment would amount to about $8,050 
with a cash return annually of $455. To 
maturity the yield would amount to ap- 
proximately 6%4%. 








Public Utility—Duquesne Light 6s......... 





THE NINE LEADERS OF THE BOND BUYERS’ GUIDE 
GILT-EDGE 


Name 
Railroad—Balt. & Ohio S. W. div. Ist 344s... 
Industrial—Armour & Co. Real Estate 4%4s..... 


Due Price Apx. Yield 
san 1925 91% 7.12% 
1939 8975 5.44% 
1949 104 5.71% 


MIDDLE-GRADE 


Railroad—Cleve., Cin., Chic. & St. Louis deb. 4%4s...... 1931 91% 5.77% 
Industrial—South Porto Rico Sugar Ist 7s...........+. 1941 100 7.00% 
Public Utility—Public Service Corp. of N. J. 5s........ 1959 85 6.02% 

Average Yield 6.26% 

SPECULATIVE 

Railroad—Western Maryland Ist 4s............++s+005 1952 6414 6.82% 
Industrial—Chile Copper 6s.........+----ceeeeeeeesees 1932 96", 6.52%, 
Public Utility—Hudson & Manhattan ref. 5s........... 1957 8475 6.07% 


Average Yield 6.09% 





Average Yield 6.47% 
—General Average Yicld 6.24% 
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GILT EDGE. 
(e) Railroads. 
1. Balt. & Ohio S. W. Div. (b) ie Mtg. 3" WB ccccéecese 
2. Ches. & Ohio (a) Genl. Mtg. E340, 1908... ..cccccccccces 
3. Delaware & Hudson (a) Ist & Ref. = “eas seecaanmeneaenel 
4. Southern Pacific () 1st fy Lemans enabessebine 
6. ee Burl. & (a) Genl. FE Mi MOD evcaecocseces 
6. - ¥. Central We, BEER, Bee cascccccccccccscecces 
% N Y., Chic. & ei Louis Ist Mtg. 48, 1987......0...eeee00- 
8. Atlantic Coast Line (a) Ist Mtg. 4s, teat pasrtataets 
9. Samercrenie (a) Genl. 4 £42 Pec codcncesceceesese 
10. West Shore (a) Ist Mtg. 4s SEIT oat vacenhabaen 
ll. Norfolk & weer (c) ocala eel 
12. Central R. : {9 Genl. Mtg. _ BIRT. cccccesceesce 
13. Chic., R. I. x" ‘a c (a) Genl. Mtg. i, Ws cdcconsies o 
(e) Industrials. 
1. Armour & Co. (a) R. E. 434s, 1939... .. 2... cece eceeeeceee 
2. General Electric (b) Deb. oe 1952..... eeseecoescceecosse 
8. International Paper (2) ti peweeesvoceooeceoesesscees 
4. Indiana Steel (a) 5s, 1952. ...... 2. eee eeeececcececceesece 
5. Liggett & Myers (na) Deb. Pe |) ) Seer ree 
6. aldwin Loco, (a) 58, 1940.....ccccesevececcsceeeesceceee 
7. National Tube (a) bs, ‘08. COdescecceccecccesoesecs 
8. Corn Products (a) 5s, 1 iat peekinteeeneneesenenences 
9 U. &. Steel (a) 5s, 1968...... Kdidesésbeeteeanesne nena 
(el) Public Utilities. 
1. Duquesne Light (b) b) Gs, 1949..... Sddeaccecsocecegecoseses 
2. American Te! ¢) Pe DePvesecseseesecesevecescose 
8. Philadelphia Co. tcp Sis s 060-306 46000000600060000080 
4. N. Y. Telephone tb), 4%4s, 1989. sreccceceescesoese 
5. Montana Power (c) 5s, 1948... .. 2... cee eee eceeecceeerees 
6. Col. Gas & Electric ) nad can noeasenaninieis 
7. » Ue Cc. & P. Ay = BOER. cccccccccccccccccece 
8. Pac. Tel. é "Tei @) DE, Be cccccccecccceccescesccosossce 
MIDDLE GRADE. 
(el) Railroads. 
1. Cleve., Cin., Chic. & St. L. (a) Deb. 4s, 1981..........--. 
2. Ches. & Ohio (b) Comv. Ge, 1086......0.2-scccccccece ne 
8. Missouri, Kansas & Texas Prior Lien 5s, 1962. 
4. St. Louis-San Fran. (a) Prior sion 4s, 1950. 
5. Balt. & Ohio (b) Ist Mtg. 4s, 1948........ 
6. Illinois Central (b) Col. Trust <8 p.- 
7. Pere Marquette (c) Ist Mtg. 5s, 1956..... 
8. Kansas City Southern (a) Ist 7 4 1950. 
9. Southern Pacific (b) Col. Trust 9. 
10. St. Louis Southwestern (a) Ist Mtg. 4s, 1989. . 
11. Chic. & Eastern Ill (c) Gen. 5s, 1951...........- 
Industrials. 
1. South Porto Rico Ist Mtg. Ae BOER. ccccccccccesces 
2. Sinclair Ist Lien, Col. Tr. 7s, , ee 
$. Wilson & Co. (a) iY S eit seceoe 
{4 Adams Express (b) 4s, 1948...... 
5. Comp. Tab. & Recordin, (b) ~ = 
6. Int. Merc. Marine i fe) bs ° 
£7. Lackawanna Steel (c) bs 1950. 
8. U.S. Rubber (c) 6s, 1947............ 
9. Amer. Smelting & Refining (c) 5s, ae. 
10. Goodyear Tire (c) 8s, 1041.........-seeeeee 
(e) Public Utilities. 
1. Public Service Corp. of N. J. (>) Gn, BED. cccccecccccvcece 
2. Detroit Edison (c) Ref. 5s, 1940... ....eeecccececcccceees 
8. Brooklyn Union Gas (a) 6s, 1 tt} oeeeee 
4. Northern States Power ( dE 1941. 
5. Brookl | Edison (c) 5s, 1949....... 
6. Utah Power & 24 t (a) be 1006... 000 
7. Cumberland Tel. & Tel. (b) 5s, 1937 
SPECULATIVE. 
Railroads. 
1. Western Maryland (a) Ist Mtg. 4s, 1952......... cccccccee 
2. Iowa Central (a) Ist Mtg. 5s, 1938............ceccesesees 
$3. St. Louis Southwestern (a) Cons. Mtg. 4s, 1932............ 
4. St. Louis-San Francisco (a) Adj. Mtg. 6s, — becceoesesece 
5. Mo., Kansas & pane Aa os 5s, 1 et redacaabeiaia 
6. Erie (a) Genl. Lien 4s, 1996.............+00+ Seccecesesce 
7. Southern Railway (a) Genk g. 4s, 1956... saiene en 
8. Missouri Pacific (b) Genl. Meat ‘4s, Sa eesti 
9. Carolina, Clinch. & Ohio (c) Ist Mtg. is, weed ccecccccccees 
10. Chic. Gt. Western (a) Ist 4s, 1959........... ecccccce cecece 
11. Int. & Gt. Northern Adj. 6s, 1988. ePoccccccccccccecceccese 
Industrials. 
1. Chile Copper (b) 6s, 1932........... cecceccccccccece cove 
2. American Writing Paper {) s; i989. peecsceonoecesoeesoece 
8. American Cotton Oil (a) 5s, 19381..........cceeeececseecs ° 
4. Cuba Cane Sugar (c) 7s, isso $6000000600660040000006600 
Public Utilities. 
1. Hudson & Manhattan (c) seg, Sa, 1957...... eevesvedbece 
2. Intr. Rapid Transit t (a) Gm, Ble. cccccccceccecsccecocccece 
8. Third Avenue (b) Refg. 4s, Bs c cesecoeesoscoeseseesoce 
4. Va. Railway & Power (a) 5s, Be. ncoss 208escene ceeesene 
(aa) Lowest denomination, $5,000. (b) Lowest denomination, $500. 


(a ) Lowest denomination, $1,000. (ce) ag denomination, $100. 
(x) This issue was created of, May 1, 


company, was created on Nov..!, | 


Int. Earned 
on entire 
pets Conees 
Yield = 
7.12 -803 
5.22 2.20 
4.85 1.65 
4.69 1.65 
4.55 2.40 
4.61 1.80 
4.95 2.35 
4.73 1.55 
4.91 2.20 
4.82 o 
4.55 8.95 
4.62 1.40 
4.95 1.00 
5.44 t 
4.88 6.75 
5.92 5.55 
4.93 16.70 
5.13 4.63 
4.78 3.50 
4.91 * 
4.88 60.70 
4.81 8.70 
5.71 3.40 
5.05 4.80 
5.97 3.50 
5.05 se 
5.13 2.90 
5.85 4.15 
6.05 2.10 
5.14 1.75 
5.77 2.40 
§ 34 1.55 
6.19 -75 
6.26 1.60 
5.48 0.80 
4.84 2.25 
5.17 2.05 
5.12 1.70 
4.36 2.40 
6.15 2.00 
6.56 2.10 
7.00 5.50 
ee 
84 . 
5482.60 
6.18 5.45 
6.92 5.15 
5.63 6.90 
5.89 2.35 
5.59 5.00 
7.22 9.55 
6.02 1.50 
5.35 2.80 
5.26 *1.35 
5.62 1.80 
5.14 2.20 
5.70 1.80 
5.80 1.70 
6.82 -70 
8.55 os 
7.18 2.00 
7.92 *1.90 
8.55 -75 
9.05 0.70 
6.26 1.85 
6.57 90 
5.84 1.40 
8.26 “ss 
13.04 0.60 
6.52 3.80 
7.74 1.90 
8.45 8.15 
9.59 1.8 
6.07 *1.60 
7.15 1.60 
6.83 *1.20 
6.85 1.90 


(d) Lowest denomination, $50 


+ This issue, which represents the entire funded debt of the 
« Number of times over Interest on these bonds was earned. ** Earn- 


ings are not reported woes tely. TThis represents number of times interest on the companies’ entire outstand- 


based on actual earnings of last five years 











of D 
() Theos bonds should no longer be purchased. 


. Interest on this issue was fully covered. 


Light 6s, Phila. Co. 
They 


in debt was earned 

te} 8 n this group should no longer = purchased. ma appear now _as a matter of record only. 
(el) in this group should no longer be purchased wit pti 

és, M., K. & T. 5s, Frisco 4s, & Chi. & E. i 5s. 


appear as a matter of record only. 























BOND GROUP IRREGULAR 


Foreign Issues Reactionary and Some 
Speculative Rails Lose Ground— 
A Few Strong Spots 


HE bond market, during the past 

two weeks, was a very conflicting 

affair, at first giving evidence of 
strength and later performing rather dis- 
mally under stress of unfavorable news 
from abroad. At present levels the bond 
market is still some distance away from 
the high point reached in the middle of 
1922, but is considerably above the low 
point reached last November. Compared 
with the low point of 1921, the lowest 
point on record, it is still at the peak, 
comparatively speaking. 

Foreign bonds, particularly French 
issues, made a very poor showing on pub- 
lication of the news that France was go- 
ing to invade the Ruhr district. Later 
these bonds recovered a small part of 
their loss. The, on the whole, reaction- 
ary character of the movement in these 
issues since these columns announced that 
THE MAGAzINE OF WALL STREET would no 
longer recommend European securities, 
would seem to make that stand a war- 
ranted one. 

Among domestic bonds, the speculative 
railroad issues seemed subject to some 
pressure, but outside of the Seaboard ad- 
justments and the New York, Boston and 
Westchester 414s, the changes were not 
marked. The other groups among specu- 
lative bonds such as industrials and public 
utilities were fairly firm. 


Middle-Grade Issues 


Among middie-grade bonds, there were 
a few important changes, Illinois Central 
col. tr. 4s being an exception, with a gain 
of several points. Among the industrials in 
the middle-grade group there were slight 
gains in most issues. South Porto Rico 
Sugar 7s made a point and Computing 
Tabulating Recording 6s made a similar 
gain, both of these issues, incidentally, be- 
ing attractive at current prices from the 
viewpoint of income and opportunity for 

eprofit. 

Gilt-edge railroad bonds gave a fairly 
good account of themselves and gains of 
from a fraction to several points were 
scored. Delaware & Hudson Ist 4s made 
a gain of about two points at the same 
time that capital stock of this company 
was under pressure in the stock market. 
The gilt-edge industrials and public utili- 
ties were also firm. 


General Position of the Bond Market 


Government issues held up very well, 
evincing a tendency to rise to still higher 
levels. Money conditions are on the whole 
satisfactory, but the very large rise in 
bonds during the past two years and more 
has to a great extent discounted the 
change in money conditions. There are, 
however, many attractive issues still to 
be had and investors are referred to the 
accompanying table, which includes some 


of the best opportunities remaining among 
bonds. 
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Railroads 


Large Gains and Losses in Earnings 


HE year just ended, in more than 
one respect has proved entirely dis- 
appointing from a railroad point of 
ew. Where conditions and the outlook 
the beginning of 1922 justified an 
timistic view of railroad probabilities 
th regard to earnings, final results 
ved that those hopes would not be 
lfilled. Despite the fact that the year 
22 saw the carriers hauling a greater 
lume of gross business than for several 
irs, there was a not inconsiderable 
imp in net earnings in the case of many 
ids. Were it not for the coal and rail- 
id strikes, practically every road in the 
untry would have enjoyed prosperity 
eater than that seen for years. 
As the year ended, most of the roads 
ere just commencing to recover from 
e devastating effects of the shopmen’s 
rike, but such is the irony of the situa- 
m that this recovery in operating effi- 
ency had to occur at a time when traffic 
mally decreases. In the earlier part of 
1e year, when traffic increased, the roads 
ad to contend with the two major strikes. 
‘ertainly the roads may be conceded to 
ive been most unfortunate in the year 
st passed. 


Some Contrasts 


Despite the universal difficulties created 
y the coal and railroad strikes, some 
ads did better than others, so that many 
riking contrasts in earnings appear. Out 
f the 41 roads listed on the accompanying 
ible, 24 improved their earnings in 1922 
id 17 lost in earnings. A _ surprising 
ature is that some of the roads which 
ined in earnings are generally consid- 
red among the weakest roads, whereas 
me of the strongest roads, such as Cen- 
al of New Jersey, B. & O., and Dela- 
are, Lackawanna & Western went back- 
ards so far as their earnings are con- 
‘rned. 
Among the carriers to show the largest 
crease in earnings as compared with the 
ear previous were: Cleveland, Cincin- 
ati, Chicago & St. Louis; New York, 
hicago & St. Louis; Pere Marquette; 
‘ennsylvania; Toledo, St. Louis & West- 
n; Chicago & Northwestern; Pittsburgh 
West Virginia and Wabash. Erie 
ould have gained greatly, but was set 
ick on account of the strike. The same 
true of other roads such as B. & O. 
Among the carriers to show the largest 
sses in earnings were: Central of New 
(Please turn to page 544) 
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By ALFRED MAYS 


Striking Contrasts in Rail Earnings 


What 1922 Meant to the Railroads—Some 




















COMPARISONS OF RAILROAD EARNINGS 


(Based on First Eleven Months of the Year) 


COMPANIES THAT DID NOT EARN 


* 
Buffalo, Rochester & Pittsburgh... .. 34% 
Central of New Jersey.......... 





1921 
fixed charges 


8. 00 on common stock 











FIXED CHARGES 


1922 


fixed charges 
fixed charges 











SS 7 ae 48% fixed charges 16% fixed charges 
Chicago, Milwaukee & St. Paul. ° 30% fixed charges 70% fixed charges 
<~peey & Hudson..... $9.60 on common stock 45% fixed charges 
SE sacaghsecdcenetasosess 43% fixed charges $98,738 operating deficit 
Lehigh Was cbascesececeesesees 50c on capital stock 8% fixed charges 
Minneapolis z St. Louis. ... “s 14% on capital stock 50% fixed charges 
Missouri & Pacific... .. : $2.05 on 2nd pfd.. 7 77% fixed charges 
New York, New Haven & Hartford... $8,490 operating deficit 50% fixed charges 
New York, Ontario & Western...... 90c on capita] stock 67% fixed charges 
Seaboard go epacanmmeandiatde 40% fixed charges 76% fixed charges 
Wheeling & Lake Erie.............. $5 on 7% pid. 31% fixed charges 
COMPANIES THAT EARNED UP TO $5 A SHARE 

1921 1922 
Baltimore & Ohio......... - . $4 on common $3.05 on 4% pfd. 
Chicago & Northwestern dni eaatiision 88% fixed charges $4.60 capital stock 
Chicago, Rock Island & Pacific. $3.10 on common $6 on 2nd pfd. 
Chicago & Eastern Illinois.......... $1 on 6% pfd. $2.30 on 6% pfd. 
Colorado & Southern. ° $11 on common $3.50 on common 
Delaware, Lackawanna & Western. $7.10 on common $3.20 on common 
Great NMortherm. ....0.-cccccccccccee 40 on | m $5.00 on pd. 
Gulf, Mobile & Northern......... ° $1 on 6% pfd. 65c on common 
Kansas City Southern.............++ $7 on common $2 on common 
Missouri, Kansas & Texas.......... $6 on 6% pfd. $1.05 on common 
eS are -~ $1.85 on common $3.75 on common 
Pittsburgh & West Virginia. ........$716,431 operating deficit $3.00 on common 
Southern Railway............- bees $1 on 5% pfd. $3.35 on common 
WEED 6 ccscceececeenence+< $1.65 on 2nd pid. $6 on 2nd pfd. 

COMPANIES THAT EARNED OVER $5 A SHARE 

1921 1922 
Atchison, Topeka & Sante Fé.. $13.25 on common $10.40 on common 
Atlantic Coast Line............+++- $2.90 on common $16.60 on common 
Chesapeake & Ohio...........--+> -- $6.60 on common $7.00 on common 
Cleveland, Cin., Chic., & St. Louis... $3.40 on common $14.70 on common 
Illinois Central Lpbnannaseout $8.00 on common $14.65 on common 
Louisville & Nashville...... 77% fixed charges $16.00 on common 
New York Central.........----+++ $7.45 on common $7.35 on common 
New York, Chic. & St. Louis. $10.00 on common $15.35 on common 
Norfolk & Western. .......+-««0++5 7. on common $10.70 on common 
Pennsylvania R. R.........-++++++- $1.90 on common $5.15 on common 
Pere Marquette. ......-.--0-00+e00% 50c on common $5.50 on common 
St. Louis Southwestern...........+-- $7.95 on common $6.15 on common 
Southern Pacific. .......--.-+++++++ $7.15 on common $9.05 on common 
Toledo, St. Louis & Western........ $4.50 on common $12.00 on common 
Union Pacific. .......0-+e-seeeeeene $12.35 on common $11.10 on common 
Virginian Railway. ...-.--+++++++++* $5.75 on common 7.00 on common 
Railroad companies whose carnings in- Railroad companies whose earnings de- 


creased in 19 as compared with 1921. 
(Based on 11 months’ earnings): 
Atlantic Coast Line 
Chesapeake . Ohio 
Chicago 3. . _ 

Chicago orthwestern 
Chicago, Milwaukee & St. Paul 
Erie R. R. 
Great Northern 
Gulf, Mobile & Northern 
Illinois Central 
Louisville & Nashville 
Minneapolis & St. Louis 
Missouri, Kansas & Texas 
New York, Chicago & St. Louis 
Northern Pacific 
Norfolk & Western 
Pennsylvania R. R. 
Pere Marquette 
Pittsburgh & West Virginia 
Seaboard Air Line 
Southern Pacific 
Southern Railway 
Toledo, St. Lous & Western 
La aor Ry. 

ash 


creased 


(Based on 11 months’ 
Atchison, Topcka & Santa Fé 
Baltimore & Ohio 
Buffalo, Rochester & Pittsburgh 
Central of New Jersey 


Chicago & Alton 
R. I. & Pacific 


Chic., 


Colorado & Southern 


Del., 


Kansas City Southern 


Lehigh Valley 


Missouri Pacific 


New York Central 

N. Y., N. H. & H. 
N. Y., Ontario & Western 
St. Louis Southwestern 
Wheeling & Lake Erie 


Union Pacific 














in 1922 as compared with 1921. 


earnings) : 


Lackawanna & Western 














NE of the main purposes of the 

Transportation Act of 1920 was the 

eventual consolidation of the nu- 
merous railroad companies operating in 
the United States into a limited number 
of large systems. Our traditional atti- 
tude had been that the public interest de- 
manded that railroads be prevented from 
combining even when it was clearly to 
their mutual advantage to do so. It was 
erroneously asumed that a vast amount of 
unnecessary competition resulted in bet- 
ter and cheaper railroad service to the 
traveling and shipping public. 

This theory has finally been discarded 
in favor of more enlightened policy. It 
is now recognized that we have too many 
separate roads and that it would be bet- 
ter to weld them into a comparatively 
small number of large systems. Compe- 
tition is to be retained, but as far as 
practicable it is to be competition between 
equally balanced systems, rather than be- 
tween carriers of unequal strength such 
as characterized the past. It contemplates 
the absorption of the weaker roads by 
those able to strengthen them, thus en- 
abling our transportation system as a 
whole to function more effectivedy. 


Acquisition of I. & Gt. N. Ry. 


Under an Agreement made public De- 
cember 14, 1922, the St. Louis-San Fran- 
cisco has contracted to purchase for the 
sum of $2,000,000 the entire capital 
stock of $7,500,000 par value of the Inter- 
national & Great Northern Railroad Co., 
the transaction being subject to the ap- 
proval of the Interstate Commerce Com- 
mission. This is the first railroad sale of 
any magnitude in recent years. 

The International & Great Northern R. 
Co. took over and began to operate on 
December 1, 1922, the property of the In- 


’Frisco’s Purchase of International 
& Great Northern 


Basis of the Acquisition and Prob- 
able Effect on Both Companies 


By JOSEPH M. GOLDSMITH 


ternational & Great Northern Railway 
Company, which had been in receivership 
since 1914. Its lines, comprising 1,160 
miles of road, are entirely situated within 
the State of Texas. They consist essen- 
tially of a main line running diagonally 
across the state from Longview Junction 
in the Northeastern part of Texas to La- 
redo on the Mexican border; and the 
Fort Worth Division, extending from that 
city through Waco and Houston, to Gal- 
veston, the large port on the Gulf of 
Mexico. 

Since its formation in 1873, its finan- 
cial record has been marred by several re- 
ceiverships, and up to the present has not 
proven a very successful enterprise. Its 
net earnings, with few exceptions, have 
never been large and a severe depression 
in the South has usually been the signal 
for another receivership for the Interna- 
tional & Great Northern. The very great 
dependence of the South upon cotton, its 
big revenue crop, subjects this section to 
very violent ups and downs. This large- 
ly accounts for the financial instability of 
many of the southern roads, and for the 
fact that, taken as a group, they do not 
do as well as the railroads of other sec- 
tions of the country, which enjoy a 
greater diversification. 

The International & Great Northern 
has recently passed through a wholesome 
reorganization, in which fixed charges 
have been reduced from $1,597,000 to 
$1,179,000. This was accomplished by re- 
modelling its capital structure and giving 
to its old junior bondholders new bonds, 
the payment of interest upon which is 
conditional upon its being earned; but be- 
comes cumulative after January 1, 1928. 
It is therefore a contingent rather than an 
obligatory charge. 

There will be outstanding $20,000,000 
First Mortgage 6% bonds, most of which 

were recently sold 
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Passengers on the ’Frisco Enjoy Sights Like This 


for cash to pay off 
its old first mort- 
gage. These will 
be followed by 
$17,000,000 Ad- 
justment 6s. In 
connection with its 
agreement to buy 
the $7,500,000 cap- 
ital stock of the 
company, the St. 
Louis- San Fran- 
cisco offered to 
holders of these 
Adjustment bonds 
a guarantee that 
t he distribution 
upon them in any 
of the years 1924 






to 1927 inclusive, would not be less tha: 
3%. In consideration of this guarante: 
the holder must give the St. Louis-Sar 
Francisco Co. the option to purchase hi 
bonds at 90 and accrued interest up t 
1928, and at a par and accrued interest 
thereafter. Acceptance of this offer is 
entirely optional with the individual bond- 
holder, but the conditions upon which he 
may avail himself of the offer are not 
particularly burdensome. The probability 
that the option will ever be exercised is 
very small indeed. 


The St. Louis-San Francisco 


The St. Louis-San Francisco, or as it 
is more familiarly known the ’Frisco 
was originally intended to reach the city 
on the Pacific Coast which forms a part 
of its corporate title, but it never covered 
more than half the distance. On the con- 
trary, its lines have developed around St 
Louis and Kansas City as bases, and 
radiate in a southerly direction from these 
important traffic centers. Most of its 
mileage is in the states of Missouri, Okla 
homa, Kansas and Arkansas. 

At present the strongest portion of th: 
"Frisco is a line having little relation t 
the rest of the system, namely the old 
Kansas City, Fort Scott and Memphis. It 
runs from Kansas City to Birmingham 
Alabama, and is leased to the St. Louis 
San Francisco for a very long term o 
years. Over this line passes the great 
volume of packing house products and o/ 
grain to feed the cotton raising South, and 
back over it come coal and iron and stee! 
products from Birmingham, the Pitts- 
burgh of the South. This furnishes an 
all year round traffic and consequently is 
very remunerative. 


Defect of ’Frisco System 


As previously mentioned, the St. Louis- 
San Francisco has been built to feed into 
and distribute from St. Louis and Kansas 
City, but the pick up and distributing 
business is not a particularly profitable 
railroad operation. The type of traffic 
which produces the best revenue is long- 
haul through traffic, which in the territory 
occupied by the ’Frisco consists of ship- 
ments moving from the Missouri River 
gateways right through to the Gulf of 
Mexico. Due to the fact that it has never 
possessed a direct outlet to the Gulf, the 
Frisco has not been as well equipped to 
handle this class of traffic as might have 
been desired, and has been at a certain 
disadvantage as compared to other south- 
western roads. 

The Missouri, Kansas & Texas, its 
main competitor, operates directly into 


THE MAGAZINE OF WALL STREET 














sco 
city 
art 
red 
‘on- 


and 

IESE 
its 

cla 


te 
old 











Galveston, while the Missouri Pacific has 
in entrance into New Orleans over its 
ywn rails. The importance of a direct 
yutlet to one or the other of these two 
orts is indicated by the fact that Pro- 
fessor Ripley, in his report to the Inter- 
tate Commerce Commission, stated that 
n grouping the southwestern roads, ac- 
ess to the Gulf for each system was a 
undamental consideration. 

The ’Frisco has from time to time 
1ade efforts to overcome this serious 
1andicap by means of traffic arrangements 
vith various roads cperating between 
‘ort Worth, its southern terminus, and 
salveston; but they have not proven en- 
irely satisfactory. The acquisition of the 
nternational & Great Northern, with its 
ine from Fort Worth to Galveston, will 
ive the ’Frisco a direct outlet to the 
sulf. This is the main advantage which 
t expects to secure from the purchase, 
nd the small investment of $2,000,000 
vhich it requires is certainly not an ex- 
essive price to pay for a connection which 
vill be of such substantial value to it. 


What the I. & G. N. Gains 


Apparently the International and the 
ireat Northern has most to gain from 
he affiliation of the two-roads. Although 
he ’Frisco is not a road whose credit 
anks among the very strongest, it never- 
compares favorably with others 
perating in the same general territory. 

Che southwestern section of the United 
States has not proven a very good field 
for railroads, as far as financial results 
ire concerned; but it should steadily im- 
prove as the population increases and 
manufacturing becomes more firmly es- 
tablished. 

The St. Louis-San Francisco has been 
ible to pay, since 1916, the full 6% on 
both its Adjustments and upon its In- 

yme Bonds, interest upon which is pay- 
ible only if earned. It is at present cov- 
ring its fixed charges almost twice over, 
the former being only a contingent charge, 
failure to pay which will not involve the 
‘ompany in any financial difficulties. Its 
yperating ratio is low, indicative of effi- 
cient operation, and was reduced from 
91% in 1920 to 74% in 1921. Ownership 
»f a weak road such as the International 
& Great Northern by one _ relatively 
stronger is obviously of advantage to the 
former. 

The International & Great Northern 
vill also benefit from its connection with 
the Frisco in a more direct way. The 
latter with its network of lines in south- 
rn Kansas and Missouri, and also 
hrough Oklahoma, brings southward 
irge quantities of grain and flour, as well 
s cotton. It has been accustomed to 
livide this traffic with a number of differ- 
nt roads at Fort Worth. Now that it is 
lied with the International & Great 
Northern, that road may expect to obtain 
he bulk of the tonnage which the ’Frisco 
rings to this point, and which is destined 
or Galveston. The additional traffic 
vhich will accrue to the International & 
ireat Northern as a result of this rela- 
tion, will help it immensely. 

There are a large number of roads 
yperating between Fort Worth and Gal- 
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veston and the 
competition at this , 
point for traffic 
originating in the 
North has always 
been very keen. 
Hitherto, the In- 
ternational & 
Great Northern 
not having any 
affiliations, has 
not been able to 
secure as much of 
this bitterly 
fought for traffic 
as it could advan- 
tageously handle. 
The financial in- 
terest which the 
’Frisco has acquired, insures it a 
favorable share than it formerly obtained. 

In view of these facts, what chance is 
there for the International & Great North- 
ern, hitherto such a poor property, 
financially and physically, to be trans- 
formed into a good earner? What justi- 
fication have we for expecting that in the 
course of a few years, its First Mortgage 
Bonds will be established on a secure in- 
vestment basis; and that it will be able to 
raise its Adjustments above the hazardous 
speculative position that they now occupy? 
And finally, is there likely to be anything 
left over for its one and only stockholder, 
for the St. Louis-San Francisco believes 
that it will ultimately receive some re- 
turns on the investment which it has made 
in this property.? 

The gross revenues of the International 
& Great Northern, when compared with 
its investment in road and equipment, are 
sufficient to provide an adequate return on 
its outstanding capitalization. Were it not 
for the fact that operating expenses con- 
sume such a large proportion of the total 
revenues, due to an abnormally high 
operating ratio, at least its interest 
charges, including the full 6% on its Ad- 
justments, would be easily covered. 

This high operating ratio has been 
mainly attributable to the poor facilities 
with which the road has been obliged to 
operate, although the management has not 
always been entirely above criticism. In 
the course of the recent receivership and 
reorganization steps have been taken to 
remedy both of these previous short- 
comings. 

The more important factor making it 
impossible to operate the road econom- 
ically, namely, its inadequate facilities, has 
been largely corrected by the expenditure 
upon the property of $5,000,000, during the 
period of the receivership. This sum, 
which is large for a railroad of its size, 
but was urgently needed, was expended 
for widening embankments, evacuation, 
ballasting, and so forth. The track is now 
reported to be in good physical condition. 
The company has available $4,000,000 in 
working capital, with which it was fur- 
nished under the reorganization plan, to 
be used for whatever further improve- 
ments appear-most needed and productive 
of the greatest economies. 

The International & Great Northern 
has never possessed sufficient warehouse 
facilities at Galveston, so that it has been 
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One of the ’Frisco’s Trestles. 





This is near Winslow, Ark. 


prevented from unloading promptly, the 
wheat, cotton and other products which it 
has brought to this port to be exported. 
This inability to unload quickly has re- 
sulted in tying up a large number of cars 
at this point, at the height of the traffic 
movement. It has virtually amounted to 
using freight cars for temporary storage, 
and is a wasteful as well as costly opera- 
tion, since it results in very heavy per 
diem charges which the International & 
Great Northern has to pay to other roads 
for retaining their cars. The construc 
tion of adequate warehouse facilities at 
Galveston is contemplated in the near 
future, and this will aid the International 
& Great Northern in the better utilization 
of its equipment and enable it to return 
foreign cars more promptly. 

Mexico gives every indication of enter- 
ing upon a period of stable government 
and reviving business activity. The im- 
portance of this in connection with the 
International & Great Northern cannot be 
over-emphasized. At Laredo it connects 
with the Mexican National Railways and 
in normal times, when trade between the 
United States and Mexico is in a flourish- 
ing condition, a large amount of traffic, 
beth passenger and freight, is inter- 
changed at this point. The Mexican 
situation is constantly improving and since 
the International & Great Northern is one 
of the main arteries leading into Mexico, 
it will be materially benefited by the 
fuller development of that country, so 
rich in natural resources, but hitherto 
lacking conditions which would permit 
th-ir proper utilization. 


Conclusion 


The acquisition of the International & 
Great Northern by the ’Frisco, which is 
one of the few railway deals of this char- 
acter in recent years, should prove of 
great benefit to both roads. It gives the 
’Frisco what it has always felt the need 
of, an outlet to the Gulf, and will result 
in the International & Great Northern ob- 
taining a large amount of traffic which 
would otherwise have gone over compet- 
ing lines. Although the two roads will 
be managed by entirely separate organiza- 
tions, they will in reality be operated as a 
unified system. As a result of this af- 


filiation and of the improved conditions 
under which it will operate, the Inter- 
national & Great Northern should develop 
a substantial earning power. 
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Uncertainties of the 1923 Outlook 


No Further Serious Recession Noted—Production Stable and in Good 


Volume—Prices Still Hesitating—Size of Output Not Chief Factor 


HE uncertainty about business pros- 

pects for the early weeks of 1923 

continues thus far but little relieved 
by a closer knowledge of actual facts. 
Forecasts for the coming months differ 
about as widely as ever, but the prepon- 
derance of sentiment is undoubtedly in 
favor of a very short-term treatment of 
practically all business problems. The 
best industrial and financial leaders who 
have expressed their opinion within the 
past week or two have emphasized the 
necessity for caution in making commit- 
ments. 


Volume of Past and Future Production 


One interesting feature in current in- 
dustrial surveys is furnished by the un- 
questionably large output shown by staple 
industries for the year 1922. There are 
few lines in which actual results have not 
surpassed expectation. Not only is this 
true, but the volume of yield is now ap- 
parently working well up toward the high 
level of 1920. This state of things was 
only partially foreshadowed during the 
closing weeks of 1922. Year-end figures 
for the whole twelve-month period have 


By H. PARKER WILLIS 


shown that the activity of the autumn has 
carried the annual output statistics up to 
an unexpectedly high level, making the 
record for the year compare very favor- 
ably with that for the year 1920, which 
was unprecedented in so many lines. This 
situation is graphically represented in the 
attached chart, compiled by the Federal 
Reserve Bank of New York, and showing 
the comparative figures for 1921-22 in the 
form of percentages, with 1921 as normal. 

What will the future output show in 
staple lines? This is still uncertain, but 
the opening of the New Year thus far in- 
dicates a practical continuance of the con- 
ditions of December with but few signs 
of either acceleration or slowing down, 
except those which are the normal result 
of seasonal changes. The chart showing 
indexes of manufacture indicates a well- 
sustained output. 


Steel Situation 
The steel situation, which is invariably 
looked to as an index of conditions, has 
in recent weeks shown a tendency to sag 
off. Year-end business and that for the 
opening of the New Year indicates but 
very little change, 





the situation being 
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fairly well reflect- 
ed in unfilled or- 
ders of the U. S. 
Steel Corporation 
which, on January 
10, were 6,745,703 
tons. Production 
of pig iron and of 
ingots continues 
to hold up well, 
being aided by 
two principal fac- 
tors, the increase 
of railroad de- 
mand for steel 
and_ steel prod- 
ucts, due to the 
long - deferred 
processes of re- 
pair and restora- 
tion of equipment, 
while the automo- 
bile trade has 
shown unexpected 
power of revival, 
being able to exert 
powerful demand 
for steel and steel 
products on the 
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tically assured orders for the coming 
season, which are opening in excellent 
fashion, with a number of the companies 
at least. So far as this is concerned, 
active business would seem to be dis- 
tinctly indicated in basic industrial lines, 
but there is little to indicate that such 
activity is likely to be greater or more 
profitable than that of the latter part of 
1922. It does not, therefore, afford 
much reason for a belief in any decided 
growth in investment or security values 
representing business advance. As for 
foreign trade, the failure of the Govern- 
ment to publish import statistics since last 
September, makes study of our “balance” 
conjectural. 
The Price Level 


Price conditions in most lines are being 
watched with intense interest by business 
men who have been reluctant to place 
orders for materials far in advance, so 
long as present uncertainties continue. 

Prices during November attained the 
highest level that has been reached since 
March, 1921, and represent an average for 
the year 1922 of 13% above the lowest 
figure touched in that period. December 
prices have shown a more moderate ad- 
vance, basic articles being not very far 
above those for November, with the ex- 
ception of agricultural products, which 
have steadily gone ahead. Very slight in- 
crease in cost of living has occurred, but 
it is significant that some. of the goods 
which were maintaining unduly low levels 
have tended to move up toward the aver- 
age of other commodities, whereas these 
others have not been reduced to corre- 
spond. Adjustment of the price level, in 
other words, has peen a process of level- 
ling up, rather than of curtailment. A 
continued advance of prices would un- 
doubtedly be taken as the external symp- 
tom of a further growth of the activity 
of business, and would accordingly be con- 
sidered symptomatic of greater prosperity 
and larger turnover in trade. It is not 
to be denied that the “tendency” of prices 
is still upward, but the rate of advance 
appears to have been slowed down, and 
there are some observers who believe that, 
from now onward, price levels, in the ab- 
sence of serious credit inflation, will hold 
their own, or perhaps decline slightly. 


General Volume of Business 
Several indications of an unusual vol- 
ume of business during the month of De- 
(Please turn to page 562) 
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* THE TREND OF MANUFACTURE, TRADE AND COMMERCE: 
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Industrials 
Stock Values and Good-Will 


What Is Good-Will?—The Relationship of Earning 






Power and Stock Values—Three Conspicuous Examples 


N estimating value of securities, par- 

ticularly common _ stocks, a_ great 

many financial experts are inclined 
to lay emphasis on the so-called asset 
value behind the particular issue in ques- 
tion. If such asset value is greater than 
the market price of the stock, the issue is 
likely to be commented on favorably. If 
the reverse should happen to be the case, 
a correspondingly unfavorable conclusion 
is drawn. 

To a certain extent this is justified, as 
it is true that the assets behind a security 
may be used as a fairly conclusive guide 
in estimating its value, though it by no 
means follows that because the asset value 
of a stock is high, a correspondingly high 
value in the stock market is warranted. 
The writer can think of more than one 
instance of stocks that on paper had a 
very high value but which when it came to 
analysis, proved entirely illusory and un- 
satisfactory as a guide to the real value 
of these securities. 

So far as the shareholder is concerned— 
meaning by that the average shareholder 
of moderate means—it is very much of a 
question whether asset value of a common 
stock should be judged as the sole cri- 
terion in purchasing. What the small in- 
vestor is interested in or should be inter- 
ested in is the earning power of the stock 
rather than its theoretical book value. For 
on earning power depends the rate of 
dividends, and dividends are what concern 
the average investor. A stock, for ex- 
ample, that shows a book value of $50 a 
share and is quoted in the market at $15 
a share is not necessarily a bargain. This 
particular issue may have an altogether 
negligible earning power, so low, in fact, 
that dividends would be out of the ques- 
tion. On the other hand, there might be 
a stock to show an asset value of only $20 
a share against a market price of $75 a 
share and yet that issue might not be over- 
priced at all, provided its earning power 
was sufficiently established to warrant a 
continued high price for the stock. 


Earning-Power Companies 


Among the various groups of com- 
panies, there is one whose securities gen- 
erally show a small asset value but a high 
earning power. For want of a better term 
these companies are called “earning- 
power” companies: that is, the physical 
value of their properties form a negligible 
part in making up the value of its securi- 
ties, but their earning power is large and 
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Part of the Postum Cereal Plant—a 


sufficient to sustain high prices for the 
stocks. Upon analysis, it will be found 
that the earning power of these companies 
depends to a very large extent on their 
good-will, that is the material value of the 
enterprise as a profit-making, either actual 
or prospective, business organization. 
Good-will, simply, is the recognition in 
terms of earning power which a com- 
pany has achieved in its field after 
years of establishment. Essentially, it 
is an intangible item and cannot accurately 
be measured. 

Good-will is not a constant item. It 
varies in many industries. Its value will 
also vary to the extent to which the par- 
ticular company possesses a monopoly in 
its industry. A company, for example, 
which controls, say 85% of the output of 
its industry, is ostensibly in a superior 
selling position as compared with its com- 
petitors and its name consequently has 
selling value of high denomination. Its 
good-will, therefore, is undoubtedly of 
importance and should be included in reck- 
oning the value of its stock. Where a 
company, on the other hand, has a great 
many competitors in its field, and where, 
consequently, it is compelled to expend 








model of cleanliness and efficiency 


large amounts in advertising in order to 
hold its clientele, its good-will is obviously 
not of such great value as in the preceding 
case, though it should be considered as 
having considerable influence on the com- 
pany’s affairs. 

The point the writer desires to make is 
that good-will in itself is not an arbi- 
trary figure and should never be accepted 
at face value. Generally speaking, it is 
even true that a company which values its 
good-will at an extraordinarily high figure 
is not financing conservatively. The com- 
panies with the largest real good-will 
value, very often give a nominal value 
to this item in their balance sheets. The 
true test of good-will value is to be found 
in earning power. Where earning power 
is high, good-will plays a decided part. 
Where it is not high, good-will is a com- 
paratively small matter. 

In the following three well-known 
companies are described from the view- 
point of the relationship between their 
securities and their earning power and 
good-will. These are all representative 
companies, and in their respective fields, 
the best of their class. 
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Postum Cereal Company 


Is Stock Over-Valued in the Market? 


probably familiar to every reader 

“who likes certain cereals with his 
treakfast. This company manufactures 
the enormously popular “Grape-Nuts,” 
“Postum Cereal,” “Post Toasties” and 
“!'nstant Postum.” These products are 
usehold words. They have been adver- 
tised on a tremendous scale and the com- 
ny has expended millions of dollars in 
ch advertisements. 


While a glance at the balance sheet of 
tlis company would hardly generate en- 
thusiasm on the common stock, further 
aialysis will show how entirely illusory 
the impression that one receives from 
investigation of the balance sheet and that, 

spite its low asset value, the stock has 

leed very great earning power and that 
much higher market price than that 
noted by its mere physical value is 
) stified. 
Space does not permit detailed discus- 
n as to the various items of the balance 
sheet, but skipping over such details, the 
stock appears to have an asset value of 
something like $20 a share. Compared 
th this low figure, the stock is selling 
the market at around $125 a share. The 
ck, in other words, is selling at a price 
er $100 a share in excess of its asset 
value. This figure of $100 or so represents 
the value which is attached to the earning 
power of the company. Since, as stated 
previously, earning power is to a large 
‘tent dependent on good-will, it is inter- 
ting to note that despite the large earn- 
ing power of this company, it carries its 
good-will, valued conservatively at over 
3 millions, at the nominal sum of $1. This 
; financing of a conservative type. 

To illustrate the discrepancy which 
cists between the mere asset value of the 
stock and its earning power may be cited 

record of earnings in the past few 
years, which indicated an average per 

are of $5.70 in the period 1917-1921, 

ainst an asset value of $20 per share. 

1921 the company earned over $9 a 
share and is expected to have done better 

1922. It is obvious that asset value of 
this stock does not indicate its real earn- 
ing power value. The market price of the 
stock is nearer a real, though not an exact, 

praisal than that indicated by the net 
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assets of the company. The difference, as 
stated above, being due to its earning 
power. 

There is, however, considerable question 
whether the good-will and earnings of the 
company can be estimated at a value of 
over $100 a share in excess of its physical 
value. At average earnings of say $9 a 
share, this figure would be equivalent to 
9% of the excess of market value over 
asset value, which is a fairly low per- 
centage. Considering that the company 
itself values (though not in its balance 
sheet) its good-will at only 3.4 millions, 
equivalent to about $17 a share on the 
common stock and that its earning power, 
while good, is not extremely high, it is 
evident that the intangible items have been 


over-valued. An industrial stock which 
is capable of earning, say $9 a share and 
which pays $5 a share in dividends, as does 
Postum Cereal, is worth from an invest- 
ment viewpoint probably as high as par, 
provided the. outlook of the company is 
favorable, but any price above that must 
be considered excessive. For that reason, 
the writer believes that the common stock 
of this company is somewhat over-valued 
in the market. So far as the company 
itself is concerned, it is only fair to point 
out that it is in extremely strong hands 
and its market is constantly expanding. 
The time will come, no doubt, when its 
earnings will be considerably above 
those at present, but investors who de- 
sire a higher return than the less than 
4% now given by the common stock of 
this company should look elsewhere. 
The $7 preferred stock at 111, yielding 
over 6%, is an excellent business man’s 
investment. 





Beech-Nut Packing Company 
Value of Good-Will and Earning Power of Company 


HILE Postum Cereal conserva- 

\\ tively enters its 3.4 million good- 

will item at only $1, Beech-Nut, 
to use a popular expression, “goes it one 
better” and does not enter the good-will 
item at all, despite its undoubted value. 
Beech-Nut is another of those remarkable 
companies whose sales depend largely on 
advertising power. The case of Beech- 
Nut is somewhat different from that of 
Postum Cereal in that the asset value of 
its stock is closer to the market value. 
Thus asset value of Beech-Nut common 
is about $30 or so a share, with the stock 
selling at only $60 a share, whereas 
Postum Cereal’s common stock has an 
asset value of only $20 a share and sells 
at around $125. 

Beech-Nut in 1922 spent for advertising 
not far from $500,000, and in years pre- 
vious has also spent large amounts. These 
expenditures have resulted in added earn- 
ings. Though good-will is not entered on 
the balance sheet, in view of its extensive 
advertising, there is no doubt that this 
intangible item is worthy of serious con- 
sideration in estimating the value of the 
stock. 

In the event of liquidation, there is no 
doubt that the directors of the company 
would be entitled to ask for a good-sized 
amount for the good-will of the company 


in addition to the amount covered by phy- 
sical properties and other tangible assets. 
In the case of Beech-Nut the $20 a share 
represented in the difference between the 
asset value of the stock and its market 
price is not too great in view of the pull- 
ing power of its products. 

Beech-Nut earned something like $9 a 
share in 1922, or over 15% of its current 
market value. This is a very fair show- 
ing. The company last November called 
in its $735,000 short-term notes, leaving 
it free of funded debt. Present capitaliza- 
tion is very low, consisting of only $1,124,- 
500 7% preferred stock and 250,000 shares 
of common stock of $20 par value. The 
common stock is now on a $2.40 annual 
dividend basis, the rate having recently 
been increased from 48 cents per share. 
On the present basis, the yield is about 
4%. This yield would make this issue 
unattractive at current prices were it not 
for the fact that it is evidently discount- 
ing a higher return later on. It is, how- 
ever, doubtful that this stock possesses 
any great speculative possibilities at 
this time in view of the fact that it 
has already nearly doubled in price 
since listing on the New York Stock 
Exchange last year. 

(Please turn to page 545) 
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An Absorbing Analysis 


The Eleven Most Prosperous Com 
By JOHN 
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Their Record in Figures 

Total B'a'gs Total Cash 

h Divs. Sh. 

Estimated 1922 Div. ———— 1922 ——__, 5 ame. "5 + tel to || 

Name of Company Industry Earnings Rate High Low 1922 1922 j 
Studebaker eo Te $24 $10 141% 79% $75.50 $32.00 

a aad 6 eae NO a lane Gath tracts aaah 10 4 53% 31% 718.68 75.00 |} 

Calif. Petroleum ........ a os a 12 os 72 431% eae j 
CO arr OER Ee 25 8 223 137 79.50 40.00 
May Department Stores..Department stores ...... 8 5 179 65% 99.85 31.75 
8s | UT eee RESETS ae ee 17 6 927% 56 51.60 wae 
National Lead .......... Building - & 129% 85 67.35 28.50 

American Can (JE tadivewestanosi 20 5 7614 321%4 42.40 ae | 
ene OO eee eee eer 12 *6 13434 91% 86.00 13.50 
North American ........ Utilities ................ 15 5 105 4414 48.00 23.25 
Endicott-Johnson ....... Shoe and leather........ i0 5 92% 76% $30.20 15.00 

* Extra $3 in 1922. +3 years. {3 years. |. 








N record now is the fact that bus- 
QO iness recovery in 1922 was greater 

than anticipated at the beginning 
of the year; 1922 is also down on the 
books as a bull market year in which 
practically every speculative stock on the 
list enjoyed substantial recoveries. In a 
review of 1922, made by the Department 
of Commerce, the production of manufac- 
tured commodities in 1922 was shown to 
be 50% greater than in 1921. Perhaps 
the two most active and prosperous indus- 
tries as compared with 1921 were build- 
ing construction and motor vehicles, 
where volume of business done was ap- 
proximately 50% greater than in 1921. It 
naturally follows that corporations related 
to the building industry or engaged di- 
rectly therein enjoyed good business last 
year and it also follows that most of the 
motor manufacturers should have made 
money in 1922. They did. 

It was not until 1922 was well along 
that earnings recoveries of various groups 
of industrial stocks began to assume im- 
portance from a stock-market standpoint. 
Earlier in the year it was speculatively 
recognized that the price level of all 
stocks was relatively too low and that 
therefore all stocks were a speculative 
purchase. The later realization empha- 
sized the fact that in order to warrant 


Steel companies, as a whole, were not 
able to make substantial surpluses for 
common shares in 1922, and yet at the end 
of the year prospects for spring business 
were held by trade reports to be good. 
The copper companies made no money in 
1922, or at least did not begin to show any 
profits until the last part of the year. The 
equipment stocks were among the strong- 
est in the stock market all through 1922, 
and yet is was recognized that per-share 
earnings for the year, in all probability, 
would not make particularly favorable 
comparisons. The reason for the strength 
was the extremely strong liquid position 
of these companies, coupled with the 
knowledge that orders for motive power 
and rolling stock were steadily increas- 
ing. These orders reached the peak at 
the very end of the year. 

It is, of course, impossible to choose 
several stocks and to make a flat state- 
ment that these respective selections are 
the best in their various groups, and the 
assumption is unsafe that because certain 
companies did not earn strongly in 1922 
they will not earn strongly in 1923. 

Nevertheless, it is pertinent and of con- 
siderable interest to discuss some com- 
panies which did well last year and which, 
in their respective classes, were the ob- 
ject of more than usual speculative atten- 


space alone would prevent an exhaustiv 
study and the companies selected are, i 
the opinion of the writer, admirable ex 
amples to illustrate what the 1922 recov 
ery did for some corporations. 





Studebaker Studebaker produced 110, 

000 cars in 1922 against 
previous high annual output of betwee: 
66 and 67 thousand and earned last yea 
perhaps $24 a share on the 75 million do! 
lars common stock outstanding after th 
payment of the 25% stock dividend in Ds 
cember, 1922. This stock dividend wa 
another feature of the record, as was als 
the inauguration of the 10% dividend rat: 
The previous rate had been 7%. 

At the time of the stock dividend dec 
laration it was semi-officially stated that 
the management expected to be able t 
continue the 10% dividend rate on the ne. 
capitalization. Optimists on Studebaker 
predict that in 1923 the company will prc 
duce 150,000 cars, which, if borne out wil! 
compare with an output of 22,000 cars i 
1911 and earnings of $3.50 a share in that 
year. 

Studebaker’s rise to prominence durin 
the past few years has been one of th 
great features of the motor industry, a 
well as of the stock market. Earnin 
power has developed to a point where th 


purchases at the higher levels a specula- tion. Among the motors, Studebaker 7% cumulative preferred stock is entitle 
tive stock must reflect something more stands out. Among the domestic indepen- to an excellent investment rating. Th 
than liquidation of loans and reduction dent oils, Cosden and California Pet- outstanding amount totals $9,450,000 bu 


of inventories. 

In the fall months it was recognized 
that the business recovery in certain in- 
dustries had gone to a point where va- 
rious companies were able to earn excel- 
lent surpluses for common shares. At the 
end of 1922 general opinion held that a 
member of companies that had done well 
in 1922 faced unimpaired prospects for 
1923; this included companies connected 
with the building industry, canning and 
food industries, public utilities, motors, 
oils and merchandising (chain stores and 
dry goods). 
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roleum stand out. Woolworth can repre- 
sent the chain stores, May Department 
Stores, the dry goods business. Related 
to the building industry are U. S. Realty 
and National Lead, both of which brought 
smiles to shareholders. Of the canning 
stocks and food companies, American Can 
and Corn Products were prominent. Pub- 
lic utilities enjoyed a most substantial 
come-back in 1922 and the North Ameri- 
can Company was a feature of this group. 
In the shoe and leather classification, 
Endicott-Johnson was in the limelight. 
Of course there were others, but lack of 





it is not without the range of possibili 
ties that the management may see fit, a 
some future date, to eliminate this issu: 
entirely. 

; The market for the common share: 
is usually very active. Admittedly 
the stock is still in the speculativ: 
ranks, but it is well sustained by earn 





Es 


ing power and the dividend rate. O: § 


course, dividend rate is dependen 
upon earning power. It is early to 
make predictions, but certainly if 1923 
produces anything like the results o 


1922, the 10% rate can be maintained | 
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nd solely on that basis at 115 Stude- 
aker common seems not too high. 





Cosden is as well known 
among the domestic oils 
perhaps any of the independents and 
ie status of the company has been 
ie object of much conjecture. From 
me to time it has been reported that 
tandard Oil interests were _ interest- 
| in the management, but nothing of- 
‘ial is known. Cosden has a large con- 
act to deliver oil to the Standard Oil Co. 
' Indiana and this contract plays an im- 
tant part in total revenues, but it was 
cently reported that outside contracts 
the books were almost double in vol- 
ne the amount under contract with 
tandard Oil of Indiana. 
Up until September, 1922, Cosden had 


‘osden 


leen paying dividends of $2.50 on the 


mmon stock, but at that time the rate 
is increased to $4, the increase being 
ide possible by growth of earnings. In 
» ten months ended October, 1922, net 
rnings were almost four times those of 
1¢ previous year and it is expected that 
nal figures for the year will show a sur- 
us for the common stock of perhaps 
10 a share. 

Cosden operates in Oklahoma, Kansas 
id Texas with a daily production of per- 


haps 15,000 barrels. The company has a 
refinery at Tulsa with a daily capacity of 
30,000 barrels and is otherwise equipped 
with tank cars and pipe gathering lines. 

The 7 million dollars cumulative 7% 
preferred is in a position where it ought 
steadily to grow in investment favor. 

In 1922, enough additional common 
stock was sold to retire the $5,250,000 con- 
vertible 6% bonds outstanding and thereby 
bring share capitalization nearer to earn- 
ings. The management appears to be set- 
ting up an adequate depreciation fund. 

In the opinion of the writer, Cosden 
common still has its speculative pos- 
sibilities from a long-range viewpoint. 





California 
Petroleum 


California Petroleum 
earned probably $12 a 
share in 1922, after setting 
up an amount for depreciation, which is 
said to have almost equalled the surplus 
for the common. As yet the company pays 
no dividends on the common stock and the 
strength in the shares is due apparently 
to developing earning power. Including 
1922, total earnings for the last last three 
years have been about $30 a share on the 
common stock. Speculative interest has 
lately been stirred by reports that the 
Doheny interests were buying for con- 


trol. These reports have been denied as 
often as they appeared. 

California Petroleum is fortunate in 
that the company has a long-term con- 
tract for oil which was entered into in 
1921 at a fixed price—which price is gen- 
erally supposed to be in excess of pre- 
vailing market prices. In 1921, produc- 
tion was 4 million barrels and it is be- 
lieved that over 3 million barrels of this 
were deliverable under the contract. Cali- 
fornia fields during 1922 suffered from 
overproduction, but reported earnings of 
California Petroleum showed no indica- 
tion that this overproduction had affected 
the company. 

The common stock is preceded by 10 
millions 7% cumulative preferred which 
has paid the full rate regularly since 1917. 

At prevailing prices the common 
has discounted a considerable part of 
the improvement manifested. 





Woolworth Sales of the Wool- 
worth Company last year 
amounted to between 167 and 168 


million dollars—an increase of almost 20 
million dollars over 1921, and the largest 
in the history of the company. Earnings 
per share on the 65 millions common 
stock probably approximated $25 a share 
against a regular dividend rate of $8 a 
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snare. Woolworth will retire the 10 mil- 
lion dollar 7% cumulative preferred on 
February 1, 1923, and directors also have 
decided to write off 20 millions from the 
good-will account of 50 millions. 

With the retirement of the preferred, 
Woolworth will have a sole capitalization 
of 65 millions common stock. Income re- 
turn, based on current dividends, is small 
and the attraction lies in big earning 
power which shows no signs of discon- 
tinuing to progress, and in the expecta- 
tion that there may be a splitting up of 
shares. The stock, however, is at a 
price which is too high to make an 
appeal to the average investor. 





May The common stock of the 
Department May Department Stores, 
Stores $100 par value, was sell- 

ing around par early in 
1922 and rose to 179 by the end of the 
year. Directors declared a 30% stock 
dividend in December, 1922, and reduced 
the par value of outstanding shares from 
$100 to $50, so that there is now 26 mil- 
lions common stock, having a par value 
of $50. The old $100 par stock is no 
longer traded in and the present $50 par 
stock presumably is on a 10% or $5 divi- 
dend basis. 

In the nine months ended October 31, 
1922, net income was $3,645,000 indicating 
earnings of $8 or $9 a share on the pres- 
ent amount of common stock. 

May operates stores in St. Louis, Den- 
ver and Cleveland. Earnings for the past 
seven years have been remarkably con- 
sistent for stability and the position of the 
5 millions 7% cumulative preferred is a 
good one. 

The new common, in the neighbor- 
hood of 72, has discounted much of 
the improved standing, but will be sus- 
ceptible to further increases in earn- 
ing’ power. 





U.S. Realty The fiscal years of U. S. 
Realty ends on April 30th 
and in the six months to October 31, 
1922, the company earned $8.87 a share 
on the common stock, or at the an- 
nual rate of over $17. On that basis, 
the earnings for the three last fiscal years, 
including the current one, would be almost 
$50 a share. The long-awaited inaugura- 
tion of dividends on the common came in 
November, 1922, with the institution of 
a $6 rate. Another feature was the sale 
of 8 million dollars 7% cumulative pre- 
ferred, proceeds of which are to be used 
in paying off the $8,384,000 Debenture 5% 
bonds, due in July, 1924. This operation 
presumably increases annual charges by 
$150,000 a year, which is equal to less 
than 1% on the outstanding common. 
For some years the company has set up 
an account called “Estimated shrinkage 
in values of Real Estate” which, as of 
April 30, 1922, totaled $7,500,000. This 
acccount was deductible from total assets, 
but in the balanc sheet, as of October 
31, 1922, this account was transferred to 
the liability side and labeled “Reserve for 
Losses or Depreciation” at a total of 5 
million dollars. In other words, the com- 
pany has used the steady increase in earn- 
(Please turn to page 557) 
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Preferred Stocks Strong 


Some Large Gains in High-Grade Pre- 
ferreds But Speculative Issues React 


HERE were two distinct movements 
T among preferred stocks in the past 

two weeks. One was the general 
advance in the sound investment and mid- 
dle-grade preferred stocks and the other 
was the declining tendency in semi-spec- 
ulative issues. 

Some large gains were recorded among 
the high-grade issues. Cluett-Peabody 
preferred and Loose-Wiles Ist preferred 
made gains of 6 and 5 points respectively. 
Baldwin gained several points. Among 
issues to react were Allied Chemical & 
Dye and Standard Milling, the former in 
sympathy with the reactionary behavior 
of the common stock. Baltimore & Ohio 
preferred made up a good part of its loss 
recorded in the previous two weeks. 


were 
very 


investments 
were no 


The middle-grade 
mostly strong, but there 
striking changes. 

Some fairly large losses were recorded 
by the semi-speculative issues. Orpheum 
Circuit was relatively weak. On the 
other hand,~° California Petroleum par- 
ticipating preferred was exceptionally 
strong as a result of the powerful up- 
ward movement in the common stock. 
Stern Bros. 8% preferred gained a few 
points on limited transactions. 

Altogether the preferred shares listed 
on the accompanying table gave a good 
account of themselves considering the 
confusing tendency of the stock market, 
as a whole. 

















PREFERRED STOCK GUIDE 
Sound Investments 
— ‘ a Dividend 
iv. Rate Pppx. ppx. imes 
INDUSTRIALS: ($ Per Share) Price Yield Earned 
1. Cluett-Peabody ............... 7 (c.) 103 6.8 a8 ° 
2. General Motors (debs.)........ 7 (c.) 974 7.1 (y) 5.4 
3. American a 7 (c.) 111% 6.2 2.9 
4. Loose-Wiles (Ist pfd.)......... 7 (c.) 110% 6.3 3.5 
5. American nn ddd desmeas 7 (c.) 112 6.2 2.2 
6. SE Mi vncicseodeecceses 7 (c.) 116% 5.9 5.4 
7. Endicott-Johnson ............. 7 (c.) 118 5.9 (x) 4.0 
8. Standard Oil of N. J........... 7 (c.) 1167 6.0 9 
9. Allied Chem. & Dye........... 7 (c.) 111 6.3 (w) 4.5 
10. Standard Milling.............. 6 (n. c.) 9534 6.2 4.6 
PUBLIC UTILITIES: 
1. North American Co............ 3 (c.) 45 6.6 5.0 
2. Philadelphia Co............... 3 (c.) 43% 6.8 = 5 
RAILROADS: 
1. Ches. & Ohio (conv. pfd.)..... 6.50 (c. 102% 6.3 6.6 
2. Baltimore & Ohio............. @ (nrc.) 60:4 6.6 © 3.0 
3. Chi. & N. W. (part. pfd.)..... 7 (n. c.) 115 6.0 6.3 
4. Colo. & Southern (1st pfd.)...... 4 (n. c.) 60 6.6 8.2 
G. Reading (Ret pid)... ccccccsces 2 (n. c.) 52 3.8 13.7 
Middle-Grade Investments 
INDUSTRIALS: 
1. Genl. Amer. Tank Car.......... 7 (c.) 1004 6.9 5.7 
2. Assoc. Drygoods (Ist pfd.)..... 6 (c.) 83 7.2 ov 2.7 
3. J. Kayser & Co. (Ist pfd.)...... 8 (c.) 103 7.7 1.8 
i A teniendeeneenes 7 (c.) 98 7.1 3.1 
5. Amer. Smelting & Ref...... 7 (c.) 99 7.0 2.5 
6. Allis-Chalmers ......... 7 (c.) 96 7.2 3.2 
7. Beth. Steel (conv. pfd.). 8 (c.) 10954 7.2 6.9 
8. Bush Terminal Bldg. 7 (c.) 98% 7.0 1.1 
9. U. S. Ind. Alcohol... 7 (c.) 98 7.1 8.9 
10. Natl. Cloak & Suit. . oe 7 (c.) 102 6.8 3.0 
11. American Sugar Ref............ 7 (c.) 108% 6.4 1.8 
12. Cosden & Co. (conv. pfd.)...... 7 (c.) 101: 6.8 (x) 14.6 
18. Sears-Roebuck & Co. .......... 7 (c.) 109! 6.3 15.7 
14. Cuban-American Sugar......... 7 (c.) 101 6.9 8.0 
RAILROADS: 
1, Pere Marquette (prior pfd.).... 5 (c.) 75 6.6 
2. Colo. & Southern (2nd pfd.).... 4 (n. c.) 5214 7.6 3 
8. Chic., R. I. & Pac.........+.+. 7 to 5 (c.) $2 7.6 2.2 
4 Pittsburgh & W. Va..........+ 6 (c.) 89% 6.7 2.0 
Semi-Speculative Investments 
INDUSTRIALS: 
1. Famous Players-Lasky......... 8 (c.) 983% 8.1 
2. Mack Trucks, Inc. (Ist pfd.).... 7 (c.) 4 7.4 m9 98 
8. Worthington P.&M. (‘“‘A” pfd.). 7 (c.) 85 8.2 6.6 
4. U. S. Rubber (Ist pfd)......... 8 (n. c.) 100% 7.9 2.6 
5. Fisher Body of Ohio........... 8 (c.) 97% 8.2 aides 
6. Orpheum Circuit.............. 8 (c.) 8534 9.3 3.1 
7. Cal. Petroleum (part. pfd.)...... 7 (c.) 98 7.1 (w) 2.6 
8. Pure Oil (conv. pfd.).......... 8 (c.) 997% 8.0 6.0 
SN. coanedececcescosses 8 (c.) 115 6.9 8 
PUBLIC UTILITIES: 
1. Market St. Rwy. (prior pfd.).... 6 (c.) 68 8.8 2.5 
2. Amer. Waterworks (1st pfd.)... 7 (c.) 87% 8.0 (w) 1.5 
ye en ey ny My (c.) eyo , 
verage for last five years. v) Averaze for last four years. 
two a. AS Average for last three yen. GY) Average Ms last MB Bie FY A. 
was issued this year. igures represent number of times dividend 1 
had stock been outstanding. 2 So ae Cae eee 
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Cluett, Peabody & Co., Inc. 








A Sound Preferred Stock 


HAT is a “sound preferred stock?” 
W One which: 


Represents a well-managed com- 
pany up toward the forefront in a large 
and necessary industry. 

(2) Is itself “close to earnings”—that 
is, is not widely separated from total earn- 
ings by senior obligations in the form of 
a large funded debt. 

(3) Has a clean dividend record. 

(4) In respect of the ratio between 
earnings available for preferred dividends 
and the preferred dividend requirement, 
has a good earnings record. 

If, in addition to these characteristics, 
the issue be also cumulative as to divi- 
iends, then it is merely that much 
stronger. Indeed, a preferred stock which 
fulfills all the requirements set forth above 
and which is also cumulative as to divi- 
dends, may be said to approach a bond, in 
respect of investment security. 


Meeting the Requirements 


In the preferred stock of the Cluett, 
Peabody & Co., Inc., the writer believes an 
issue exists which, if it does not meet the 
severe requirements above to the minutest 
detail, certainly falls very little short of 
so doing. 

Entirely without prejudice, let us repeat 
these requirements, one by one, and in 
each case determine how fully Cluett, 
Peabody preferred meets them. 

(1) Good Management, Industrial Lead- 
ership, Large and Necessary Industry. 
Cluett, Peabody certainly fulfills these re- 
quirements. 

Under “management,” note the attached 
chart, recording some of those features of 
the company’s record which reflect the 
calibre of its executives. It is seen, first 
of all, that the net sales of the corpora- 
tion, measured by value, in 1920 were 
more than 250% of the sales seven years 
earlier, and that the inevitable reaction in 
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—To Yield 6.80%— 
By JAMES W. MAXWELL 


1921 was followed by a sub- 











stantial recovery in 1922 to 
what may well have been a 75 
record level but which, for 
the sake of conservatism, 
is estimated at 30 millions 
of dollars. 

Secondly, it appears that 50 
the company’s plant effi- 
ciency has been consider- 
ably increased during the 
period, or, what may be 
more explicit, it has evi- 
dently managed to keep 
down operating costs while 
it increased its volume of 
business. This impression is 
gleaned from the line “Ra- 
tio of Working Capital to |. 0 
Net Sales” in the same [L™ 
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chart, which shows. that the 

amount of money required to swing the 
company’s business steadily declined up 
to 1921. 

Finally, the company’s recourse to out- 
side capital, as reflected by the “Bills 
Payable” line, has been held down with 
remarkable success; and a real achieve- 
ment was scored in the period 1920-1922, 
when some 10 millions of banks loans 
were pared down to zero. 

So much for management. 


An Industrial Leader 


So far as “Industrial Leadership” and 
“Large and Necessary Industry” are con- 
cerned, it is enough to note that Cluett, 
Peabody is one of the three largest manu- 
facturers of men’s cotton garments in this 
country. 

(2) “Proximity to Earnings”: Cluett 
preferred is preceded by no funded debt 
whatever. 

(3) “Clean Dividend Record”: In the 9 
years from 1913 t date, Cluett preferred 
has received its full dividend quota each 
year. 

(4) “Good Earnings Record”: The 
earnings available for dividends on this 
preferred stock, after deduction for in- 
terest charges and depreciation, have 
compared with the dividend payments as 
follows : 


Earned Paid 
Per Share Per Share 
aero $24.5 $5.25 
Di mssobeneseeses 18.6 7.00 
SPS ees 27.5 7.00 
tcasenaceseen 40.1 7.00 
RSE eee 36.1 8.75 
eer 26.7 7.00 
itentsé o8dide® 73.6 7.00 
nny tthe cia eeikiaks =e = 
Sdtiethebeuetns *25.0 7.00 
* Estimated. 


The sharp decline in 1921, since it re- 
flected an entirely abnormal period, might 
be ignored altogether. In contrast with 


the showing, it may be .noted that, in that 
year, the corporation paid off some 8 mil- 
lions of bank loans, in the face of the 
extraordinary deflation which the year 
witnessed, and that the final result for the 
year was a diminution of only about $680,- 
000 in the final surplus. (Cluett’s profit 
and loss surplus, by the way, increased 
from $1,675,000 in 1915 to $5,185,000 in 
1921). 

The foregoing brief analysis evidently 
justifies recommending Cluett preferred 
for investment at the present price of 103 
to yield about 680%. A glance at The 
Magazine’s “Preferred Stock Guide” 
(where, by the way, Cluett preferred is 
made a first choice), will reveal the at- 
tractiveness of this yield, even by com- 
parison with that to be had from less 
strong issues. By comparison with issues 
that approach it in general investment 
features, the stock’s yield is high. Thus, 
American Woolen preferred yields only 
6.30%; American Can preferred 6.20%. 
No particularly good reason appears for 
the higher yield existing in Cluett pre- 
ferred; in fact, the issue gives the ap- 
pearance of merely having been over- 
looked in the investment market. As well, 
the company’s past earnings record is 
better than those cited; thus, on a 5-year 
average for the last’ 5-year period, 
Woolen’s preferred dividend was earned 
2.9 times; Can’s 2.2 times. Cluett, .how- 
ever, has earned its preferred dividend on 
an average of 4.5 times for the same 
period. 

So far as the company’s immediate out- 
look is concerned, it may be noted that 
over $6 a share was earned on the common 
stock in the first half of 1922; that the 
earnings in the second half are believed to 
have brought the results for the entire 
year up to more than twice this figure; 
and that the company is now entirely free 
of debt. 
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Will Bethelem Steel Con- 


tinue Its Present Dividend? 


What the Merger With Lackawanna and 
Midvale Means—Capitalization vs. Assets 


By FRED L. KURR 


HE merger of Bethlehem Steel with 

Lackawanna and Midvale will make 

this combination, next to United 
States Steel, by far the largest and strong- 
est steel organization in the country. An- 
nual ingot capacity of the new Bethlehem 
will be 7,600,000 tons as compared with 
22,700,000 for United States Steel. The 
third largest company is Jones & Laugh- 
lin with a capacity of 2,640,000 tons. Ever 
since Charles Schwab became interested 
in Bethlehem his object has been to build 
up a complete line of steel products and 
this object has at last been fully realized. 
The combined companies are now in a 
position to produce all the so-called com- 
mercial steel products with the exception 
of pipe and seamless tubes and for these 
Bethlehem is planning to build plants at 
one of its existing properties. 


Effect on Operating Costs 


Through the acquisition of the proper- 
ties of Midvale and Cambria companies, 
plants will be acquired at Coatesville and 
Johnstown, Pa., and Wilmington, Del., 
and important developed iron-ore proper- 
ties in Michigan and Minnesota, as well 
as developed coal properties in Pennsyl- 
vania. The ability to distribute and mix 
Midvale coal and ores with Bethlehem’s 
present coal and ore supplies, it is esti- 
mated, will result in an important lower- 
ing of operating costs. By having a large 
steel plant with low cost production at 
Johnstown, Pa., Bethlehem can more eco- 
nomically distribute its products into the 
important central west industrial field 
which formerly could not be advanta- 
geously served. 

; When an important merger such as this 
is consummated the public is prone to 
think of inflated values, watered stock and 
other unpleasant terms that are generally 
associated in their minds with mergers. 
This line of reasoning is logical enough, 


for in bygone years it was not considered 
worth while having a merger unless ar- 
rangements could be made to inject large 
quantities of the well known and in- 
nocuous beverage. 

It is well known that when the United 
States Steel Corporation was formed, its 
half a billion common stock had little or 
nothing behind it by way of tangible 
assets. In the case of the Bethlehem 
merger, however, any ideas along these 
lines should be eradicated at once for 
they are without foundation in fact. This 
merger was not effected for the purpose 
of allowing insiders to make large profits 
through sale of watered stock to the pub- 
lic; it was brought about for sound eco- 
nomic reasons. 

Operating costs of the independent steel 
companies in 1921-1922 were high, prices 
relatively low and competition for avail- 
able business keen. United States Steel was 
able to sell at a profit at prices that were 
causing losses to the independents, the sit- 
uation brought about a condition that 
needed correction and Mr. Schwab, by 
building up a strong organization, took 
the best means of protecting the interests 
of the investors of the companies in- 
volved. No increase in the aggregate in- 
debtedness of the companies was involved, 
the merger merely providing for an ex- 
change of securities. 


Terms of Merger 


In May, 1922, assets and properties of 
Lackawanna Steel Co. were sold to Beth- 
lehem Steel for $12,500,000 of its new 
7% cumulative preferred stock and $22,- 
608,500 common stock each stockholder 
of Lackawanna receiving 40% of his 
holding in 7% preferred and 60% in 
common. On November 1, title was 
passed and the Lackawanna Steel Co. was 
dissolved. In November, 1922, directors 
of the Midvale Steel & Ordnance Co. and 

















STEEL CAPACITY AND CAPITALIZATION OF LEADING 
STEEL COMPANIES 
Capacity Preferred Common Total 
Company ons Bonds Stock Stock Capitalization 
+Bethlehem....... 7,600,000 $213,500,000 $62,000,000 $180,250,000 $455,750,000 
U. S. Steel......... 22,700,000 572,109,000 360,281,000 608,302,000 1,440,692,000 
ones & Laughlin... 2,640,000 ne 8 =— -etewece 30,000,000 48,918,000 
SP 1,395,000 13,474,000 25,000,000 30,000,000 68,474,000 
CAPITALIZATION PER TON 
Total Capi- 
Bonded Debt Preferred Stock Common Stock talization 
Per Ton Per Ton er Ton Per Ton 
.09 $8.16 $23.72 $59.97 
25.20 15.87 22.39 63.46 
7.17 nenes 11.36 18.53 
9.63 17.92 21.50 49.05 
t Including Midvale and Lackawanna. 
































FUNDED DEBT 
$213,500,000 
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Cambria Steel Co. (97% of whose stock 
is owned by Midvale Steel & Ordnance 
Co.) approved terms of contract of sale 
to Bethlehem Steel of all assets and prop- 
erties of the companies except property 
and assets of the Nicetown plant located 
near Philadeiphia. 

As a result of the sale, each stockholder 
of Midvale Steel will receive $95 par 
value of the common stock of the Beth- 
lehem Steel Corporation for each two 
shares of $50 par value of Midvale stock. 
Property and assets of Nicetown plant 
will be conveyed to a separate corpora- 
tion, all of the shares of which will be 
distributed pro rata among stockholders 
of Midvale Steel. The bonds and other 
obligations of Midvale and Cambria will 
be assumed by Bethlehem Steel as was 
also done in the case of Lackawanna. 
Stockholders’ meeting will have to be 
called to approve the sale and these with 
necessary legal proceeding will probably 
delay the passing of title until some time 
in February. 

In order to simplify the financial struc- 
ture of Bethlehem Steel the old 8% cumu- 
lative preferred stock will be exchanged 
for the new 7% cumulative preferred at 
the rate of $115 of 7% stock for each 
$100 of 8% preferred and the old 7% 
non-cumulative preferred stock will be ex- 
changed for the new 7% cumulative pre- 
ferred share for share. When these 
changes are completed, and Midvale taken 
in, capitalization of Bethlehem will con- 
sist of 213.5 millions funded debt, 62 mil- 
lions 7% cumulative preferred stock and 
180.2 millions common stock of one class. 

Against this total capitalization of 455.7 
millions the combined investment in prop- 
erty and plant of the merged companies, 
according to figures given by President 
Grace, after liberal deductions for depre- 


- ciation and depletion, is about 465.5 mil- 


lions and aggregate net quick assets 133.7 
millions. After allowing for the funded 
debt and par for the preferred stock asset 
value of the common on the basis of these 
figures is $180 a share. -This is certainly 
a very large asset value for a stock sell- 
ing in the sixties, and the question that 
at once comes to mind is whether these 
assets are in properties that have money- 
making possibilities. That is to say, what 
proportion of them are represented by 
plants or equipmert valuable during war 
time but of little use now. 

The answer to this question should be 
very pleasing to stockholders. All mu- 
nition facilities installed during the war 
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y Bethlehem Steel have been written 
lown to zero. This is fully demonstrated 
y a glance at the income accounts of the 
ompany ‘for the past eight years. In this 
eriod over 100 millions were charged off 
depreciation, obsolescence and deple- 
m and after these charge offs and divi- 
nd payments the surplus earnings for 
ie period was nearly 100 million. 
Another point that is frequently brought 
p isthe company’s investment in shipyards 
hich, it is generally held, will not be 
rofitable in view of the present condition 
f the shipping industry. Bethlehem’s re- 
ance on shipbuilding in respect to earn- 
g profits on its stock is much smaller 
an most people imagine. Of the corpo- 
ition’s total investment in property of 
5 millions only 25 millions or 514% is 
presented by shipyards and docks. Ship- 
iilding plants are not busy at present 
it the repair plants do a steady business 
ar in year out and, although 1922 was 
very bad shipping year, it is understood 
iat these plants showed net profits for 
ve year of something like 10% on the 
} millions investment. There is a very 
od prospect, therefore, that this invest- 
ent will be able to hold its own. Larger 
‘ofits are not looked for, however, for 
ven should the ship subsidy bill pass, 
is questionable whether with our big 
mnage, passage of the bill would result 


n much more construction for several 


ears. Bethlehem could gain little direct- 
y from the bill, as vessels carrying 
reight for their owners and not engaged 


n general commerce would hardly be per- 
nitted to enjoy its benefits. 


Midvale Steel during the war also did 
large amount of munition work but this 
vas largely confined to the Nicetown 


lant which plant, as already noted, has 


ot been included in the merger. Midvale 
as been very liberal in depreciation 
harges since its formation and its plants 
epresent sound values. 





Plans have already been laid by the 
Bethlehem management for more fully 
rounding out the organization and bring- 
ing about all possible reduction in costs. 
What this reduction in cost will be can- 
not be estimated with any degree of ac- 
curacy at the present time but steel ex- 
perts are ofthe opinion that in time they 
may be redttced, with efficient manage- 
ment, as much as $1.50 per ton of ingot 
capacity. On total capacity of the com- 
pany this would mean a saving of 11% 
millions per annum, almost equal to the 
interest requirements of the funded debt. 
Of course, it is not to be assumed that 
the company will operate at capacity year 
in and year out but in any event this 
would be a very substantial saving. 


Plans for the Future 


The first important work that the com- 
pany has in mind is modernization of all 
departments of the Lackawanna plant. It 
is estimated that this work will require 
the expenditure of something over 15 mil- 
lions. President Grace recently stated 
that one trouble with Lackawanna was 
poor transportation service by the rail- 
roads to Buffalo industries either on in- 
coming or outgoing freight and that a 
large development of water transporta- 
tion was planned in both eastern and west- 
ern directions. In order to defray in part 
the expense of these and other improve- 
ments it is planned in the near future to 
sell $15,000,000 additional 7% preferred 
stock which will bring the total amount 
outstanding up to 77 millions. 

Significant as to future earnings is the 
change brought about by the mergers in 
capitalization a ton of ingot capacity. To- 
tal capitalization a ton of ingot capacity 
was reduced by the merger with Lacka- 
wanna from $78.50 to $65.46 and will be 
further reduced by the merger with Mid- 
vale to $59.97 this not including the 15 
million preferred that it is planned to sell 








later on. This is not a high capitaliza- 
tion per ton, being lower than that of 
United States Steel and should enable the 
company under reasonably favorable con- 
ditions to show substantial earnings on 
the common stock. The benefits to the 
senior issues of Bethlehem Steel securi- 
ties is even more pronounced. Bethle- 
hem’s bonds and preferred stocks at the 
close of 1921 equaled nearly $60 a ton of 
ingot capacity for the bonds and preferred 
stock to be outctanding. After giving 
effect to the mergers and the recapitali- 
zation plan asset value of the 62 million 
7% preferred stock is close to $400 a 
share. 

No official statement has been given out 
as to earnings of Bethlehem Steel in 1922 
but reliable estimates are to the effect that 
preferred dividend requirements will just 
about be covered. As 5% was paid on 
the common stock the final deficit will 
probably show in excess of 3 millions 
Deficit for the first half of 1922 is esti- 
mated at over 3 millions after allowances 
for depreciation, depletion and dividends. 
The third quarter showed considerable 
improvement but common dividends were 
not fully earned. The last quarter was 
still better sufficiently so to bring earn- 
ings for the second half up to dividend 
requirements on the common. This shows 
a steady improvement in earnings through 
out the year and as the company is han- 
dling a substantial volume of business at 
the present time the current quarter, as 
far as earnings of the original Bethlehem 
properties are concerned, are undoubtedly 
still better. Midvale Steel in 1922 will 
probably show a deficit of around 3 mil- 
lions and Lackawanna deficit probably 
close to a million. 


Conclusion 


The most important question stockhold- 
ers of Bethlehem Steel common stock 
(Please turn to page 568) 

















The Lackawanna Steel Plant at Buffalo, N. Y., which was 
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U. S. Industrial Alcohol Co. 








Company Emerges from Depression 


Recent Developments in the Company’s Affairs— 
Present Position and Outlook of the Stock 


NITED STATES INDUSTRIAL 

ALCOHOL CO. made very large 

profits during the war period, and, 
as in the pre-war period, it had shown a 
very indifferent earning power, the com- 
pany was classed as one of the “war 
brides,” meaning by that that its pros- 
pects would be negligible when the war 
was over. This classification of the com- 
pany, however, is being rapidly disproved, 
as very substantial progress has been 
made under peace conditions. One reason 
for this is the fact that a very large pro- 
portion of the war profits were put back 
into the business and another reason is 
efficient and progressive management, re- 
sulting in the development of new prod- 
ucts which have already had considerable 
success and offer promise of still more 
substantial returns in the future. 

During 1922 the company perfected a 
new apparatus for production of fuel 
alcohol for motor power, particularly 
potent when mixed with low-grade gaso- 
line. This has not as yet reached a large 
enough scale production to show impor- 
tant profits, but has potential possibilities 
and is considered by the management to 
be a development of great promise. 


New Ventures 


The chemical branch of the company’s 
business has been expanded and now 
ranks highest as a producer of chemicals 
having an alcoholic base. New develop- 
ments in this industry are under way and 
this year is likely to see some useful and 
profitable discoveries which will increase 
the demand for commercial alcohol. Some 
of the company’s side lines have good 








U.S. INDUSTRIAL ALCOHOL 
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By FREDERICK LEWIS 


possibilities for profit, among which are 
Alco-Rub, brought out sime time ago, and 
Pyro, an anti-freeze mixture used in 
automobiles. The Pyro business already 
amounts to between 2 and 3 millions a 
year. 

Since the war, the company has shown 
quite a stable earning power. In 1919, 
10.06% was earned on the common stock, 
and in 1920, 11.63%. In 1921, operating 
profits were equal to about 4% on the 
common, but depreciation of inventory 
charged to earnings, resulted in a deficit 
before dividends of half a million. Earn- 
ings for 1922 can only be estimated, but 
are not likely to be much under 10% on 
the common stock. It can be seen, there- 
fore, that under normal conditions a very 
fair earning power has already been 
demonstrated. 

Losses in industry and payment of 1.6 
millions in dividends in 1921 that were 
not earned, it is true, weakened the finan- 
cial condition of the company to a con- 
siderable degree and the company ended 
the year a borrower at the banks to the 
extent of 314 millions. In 1922, however, 
no dividends were paid on the common 
stock, and, as earnings were substantial, 
Industrial Alcohol has succeeded in ma- 
terially reducing its bank loans. 

There is unquestionably a very big asset 
value behind the common stock. In 1919 
this stock was increased from 12 to 24 
millions, the new stock being offered to 
stockholders at $70 a share. Since the be- 
ginning of the war approximately 1214 
millions surplus earnings have been put 
back into the property. Add to this the 
cash received for the new stock and the 
total is equal to $87 a share on the com- 
mon stock now outstanding. Of course, 
this value can be discounted to a certain 
degree, as considerable money went into 
new construction at inflated prices, but as 
the company has made liberal depreciation 
charges, it should not reduce the value of 
the assets drastically. When it is consid- 
ered that in the three years before the war 
the common stock had a price range of 
from 24 to 57, present levels of 65 do not 
look unduly high in view of the added 
assets. 

Of course, earnings in the future cannot 
be expected to approach the huge profits 
made during the war period when they 
went as high as 50% on the common 
stock, and in 1918 would have reached 
100% if it had not been for the excess 
profits tax. The company is the largest 
producer of alcohol in the United States, 
and what is more important, is a low-cost 
producer. Prior to the war the company 


made a large percentage of its alcohol 
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from grain, but today it is principally 
produced from molasses, a residium of 
cane sugar, which insures a large supply 
at a very low cost. The. molasses is 
known as “Black Strap” and brought to 
the company’s large storage tanks from 
Cuba and Porto Rico. A large molasses 
producing company is owned" and several 
steam lighters and tankers. Denatured 
alcohol is still selling at a relatively low 
price, around 38 cents a gallon, which 
compares with a low of 34 cents in 
August, 1921. The company’s operating 
efficiency, however, enables it to make a 
good profit even at these prices. 

There is very large asset value behind 
the $6,000,000 7% cumulative preferred 
stock outstanding, working capital alone 
being equal to $83 a share, and there is no 
funded debt ahead. At present price oi 
98 the preferred yields 7.1% and look 
attractive as a business man’s investment 

United States Industrial Alcohol com- 
mon stock has had a very meteoric caree! 
on the New York Stock Exchange and 
for a long time has been a speculative 
favorite. In 1919, the range in price wa 
70 points, in 1920, 60 points, in 1921, 40 
points, and in 1922, 35 points. In consid- 
ering the possibilities of this stock, there- 
fore, it is very important to take cogni- 
zance of its present market position. Ir 
the April 1, 1922, issue of THe Maca- 
ZINE OF WALL STREET an analysis of the 
company was published which outlined the 
improved outlook for the company and 
drew the conclusion that the stock then 
selling at 47 had attractive speculative 
possibilities. 

(Please turn to page 553) 
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‘international Mercantile Marine Company 





Marine’s Dividend Status 


Why the Dividend Was Reduced—Earnings 
and Prospects— Position of the Stock 


By A. T. MILLER 


(.,EVERAL weeks ago, the directors of 
the International Mercantile Marine 

~ Company met and reduced the divi- 

nd on the preferred stock from $3.00 

mi-annually to $1.50, placing the stock 
tually on a $3 basis. This was drastic 
tion in view of the fact that no less 
in $6 per share had been paid in every 
ar since 1916. In 1919, the company 

id $26 per share, extra payment over 

regular $6 rate being for the purpose 

reducing the amount of accrued divi- 

ids on this issue. As of today, accrued 

vidends on the preferred stock amount 

4314%. 

It had been known for a considerable 
period that the shipping business, espe- 
cially trans-Atlantic shipping, was no 

wer profitable and already long before 

dividend on the preferred stock was 
luced, there had been considerable spec- 
ition as to what course the directors 

suld pursue when the matter of divi- 

nd payment would again come up for 

tion. The reduction, when it came, was 
cordingly no surprise to,those who had 
kept fully informed on the situation. 

As stated previously, the shipping in- 
dustry had been in an extremely unfavor- 

le position in 1922 and Mercantile Ma- 

e proved no exception to the general 
run of companies who found it impossible 

make profits. The management of the 
company is conservative and had no in- 
tention of indefinitely paying dividends 

t of surplus as they had to do in 1922. 
Their action, therefore, in merely reduc- 

x the dividend instead of passing it alto- 
gether savors of generosity. 

The question as to whether the company 

n restore the full dividend or be com- 
pelled to eliminate it entirely depends on 
the outlook for the shipping industry dur- 
ing the first half of this year. Should 
conditions in this field continue to dete- 

ate markedly during this period, it is 
extremely unlikely that even the current 
dividend rate will be maintained. On the 
othert hand, should improvement set in or 
uuld there be strong evidence for be- 





lieving that improvement would arise, the 
directors probably would feel justified in 
continuing the present rate out of sur- 
plus, even though the company was not 
actually earning the required amount. 
The entire proposition therefore simmers 
down to what the shipping industry is 
likely to face during the period imme- 
diately ahead. 

International Mercantile Marine oper- 
ates about 1.2 million tons of shipping 
and carries about one-third of trans- 
Atlantic passenger trafic. The company 
is, therefore, peculiarly susceptible to con- 
ditions surrounding passenger traffic. It 
carries first, second and third-class pas- 
sengers. Of this traffic, first and second- 
class business was fair in 1922 as com- 
pared with 1921 but considerably below 
pre-war normal. The company, there- 
fore, has lost business from this source 
and whether it can gain in this respect 
during the first six months of the year is 
entirely problematical inasmuch as this 
period will include the winter and early 
Spring months which are notoriously poor 
ones for the passenger-end of the ship- 
ping industry. 

So far as third-class passenger busi- 
ness is concerned, the company has been 
dealt a very heavy blow by the United 
States restriction measures with regard 
to immigration into this country. Until 
the present laws are amended, the com- 
pany is not at all likely to gain an appre- 
ciable amount of business from this 
source. This means, therefore, that the 
company’s earnings are not likely to in- 
crease in the period ahead inasmuch as 
the bulk of its earnings—which is the case 
with all trans-Atlantic passenger services 
—comes from its third-class traffic. 

The only chance of improvement, there- 
fore,. lies in its freight business. So far 
as this end of the business is concerned, 
it is essential to point out that freight 
rates are at pre-war levels and operating 
costs much higher. In order for its 
freight business to be improved, there 
would have to be an upward revision of 











Sa 
Oo 
_ 
o 


150 50 
JAT'L MERCANTILE MARINE PFD a 
é 
125 40% 
§ 
; 2 
“100 40 
4 ~ 
7 un 
° ij 
4 € 
& 15 20 4 
S 
2 
4 
Vv 
. a 


EARKINGS @ DIVS 





29" 1919 16 IT 18 19 20 21 22 
# Estimated 
WY +t Semi-annual dividends cut to$1.50 














freight rates and a reduction in operat- 
ing expenses. Neither seems in sight. 
Foreign trade all over the world is still 
depressed and competition is very keen. 
The result is to depress rates. Another 
factor is the growing power of seamen’s 
unions whose activities are tending to 
keep wages up. 

Altogether therefore the immediate 
outlook does not favor the shipping bus- 
iness and it is difficult to see how Mer- 
cantile Marine can do much better than 
it did last year. Its affairs are therefore 
in a speculative position. So far as 
finances are concerned, the company is 
well protected having over 35 millions in 
cash alone. There is a large bond issue, 
however, amounting to 37 millions with 
annual charges of about 2.6 millions. 

The shipping business is essentially one 
in which large working capital is required 
and it is to be doubted, unless the unex- 
pected happens and shipping conditions im- 
prove in the near future, that the direc- 
tors will feel warranted in continuing to 
pay preferred dividends out of surplus 
indefinitely. 

Even assuming, however, that the 
present $3 rate can be maintained, the 
stock at current levels of about 45 is 
not particularly attractive from a yield 
viewpoint returning as it does only 
slightly over 6% which is a low yield 
for a speculative issue. The common 
stock, of course, is in a decidedly spec- 
ulative position and has no investment 
attractions except possibly from a 
very long-range viewpoint. 
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— Every-Would-Be Income 
Builder Knows 


A Tragedy in One Act 
By RALPH RUSHMORE 


Scene: A comfortable living-room in a typical middle- 
class American home. There is a fireplace in the center 
of the room, and gas logs are burning brightly in it. 
Before the “hearth” stands a large divan, and in the 
divan Emily Marsland, the mistress of the home, is 
reclining, immersed in a red-covered book. The clock 
on the mantel points to six o’clock. Robert Marsland, 
her husband, has evidently just arrived from the office. 
He is standing in the center of the room with his hat 
still on, but is struggling out of his overcoat. 

ROBERT: Hello! 

EMILY: Hello, Robert! 

She goes on reading. The huband finally gets his 
coat off. He deposits it on the table. The buttons 
scrape against the table top, and at the sound his wife 
looks up. 

EMILY: Oh, Robert! Why don’t you put your coat 
in the closet instead of throwing it on the table and 
scratching it all to pieces? 

Robert, who had started towards his wife, halts mid- 
way in the room. Then: 

ROBERT: Excuse me, dear. I didn’t think. 

He takes the garments from the table, and carries 
them over to a nearby closet, where hé deposits them. 
Then, he again steps toward his wife, reaching the 
near end of the couch before he speaks. 

ROBERT (hesitantly, a peculiar pallor spreading 
over his countenance): Er, Emily—I—er—would you 
mind not reading any more for just a minute or so? 

EMILY (looking up at him in surprise): Why, what 
is it, dear? (Noticing the strained expression on her 
husband’s face.) Robert, you’re not sick, are you? 

Robert waves a negative hand from side to side in 
front of him. ' 

ROBERT: Oh, no! 
(He hesitates again. ) 

EMILY (exasperated): Well, if you’re not sick, what 
is the matter with you? 

Robert seats himself on the end of the sofa farthest 
from his wife. 

ROBERT: It’s just about—our expenses—dear. I— 
er, oh, LOOK! 

He plunges a hand into his inner coat pocket and 
withdraws a large roll of papers. These he unfolds, 
and paws over the sheets, evidently in search of a par- 
ticular one. At last finds it and withdraws it from 
the rest of the bundle. The latter he stuffs back into 
a side pocket. 

ROBERT: Here, Emily, do you see— (As he speaks, 
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I’m perfectly all right, dear. 





he raises his eyes toward his wife and discovers tha! 
she is once more deep in her book.) Emily! Can’t | 
have your attention for a moment? 

EMILY (looking up from her reading, meets her 
husband’s imploring gaze; then she sighs, violentiy, ani 
a resigned curve fastens on her lips): Oh, Robert, 
thought we’d had all that out before. Do we have to 
go all over it again? I tell you, I run the house as 
cheaply as it can be run, and that’s all I can do! 

ROBERT (hastily): Wait a minute, dear. It hasn't 
anything to do with the way you run the house. Look! 

He grasps the top corner of the sheet and holds it up 
high with one hand. With the other, he unrolls it. The 

“sheet” proves to be several pages glued together ena- 
ways, making one long scroll, about 36 inches from top 
to bottom. And it is covered with figures. Searching 
over the tabulation, Robert finally finds what he is look 
ing for. 

ROBERT: Look! This is a budget. I just made it 
up. Down here are the Household Maintenance figures. 
If you will notice, it’s just what it always has been—- 
forty dollars a week. No change at all. See? 

EMILY (totally ignoring the figures): Well, then, if 
you don’t want me to cut down on the house, what : 
there to talk to me about? You control everything see. 


ROBERT (sadly): That’s just it, my dear. I don’t. 
I—er, I wish I did! 
EMILY (sharply): Well, I'd like to know! If you 


don’t control the rest of what we spend, I’d like to know 
who does! Certainly, J don’t! 

ROBERT: Emily—it isn’t you—and it isn’t me—that 
controls our other expenses. It’s the people we know. 
Our neighbors. . . . When they come to see us they 
look around to find out something we haven't got ani 
that they have got, and then they don’t rest for a mo- 
ment until they’ve convinced us that we must have tha 
thing. Just now it’s Bridge Lamps. We have ten 
standard lamps here now, and light enough, Heaven 
knows, to—to find a flea in a rug. You can’t show me 
a chair in this room that doesn’t have plenty of illumina- 
tion. And yet, nobody ever comes to see us that the) 
don’t tell us how we must have a bridge lamp—abso 
lutely, we shouldn’t try to get along without one 
They’re so attractive and so de rigeur! 

EMILY: Well, Robert, I don’t see why you should 
pick on bridge lamps. Heaven knows, I don’t insist on 
having one, if you think we can’t afford it. Only, 
should think we could manage to spare the few dollars— 

ROBERT (interrupting): Do you know how much 
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the kind you asked me to get, 
costs, Emily? 

EMILY (unwilling to help 
him build up an argument): 
Well, they cost comparatively 
little, and, as Mrs. Sigmund 
says— 

ROBERT (firmly): They do 
not cost very little. Pardon me, 
dearest. They cost forty-five 
dollars. More money than you 
Ntake to run the house for a week. 
More than a new coat would cost 
me—er, that is, more than a new 
hat would cost you. I priced 
‘em to-day. I dropped into Bov- 
ington’s during lunch hour. 

Emily is not going to let the conversation remain in 
this dangerous groove. You can fairly see her col- 
lecting her thoughts and remarshaling her position in 
the debate, the while she speaks at random. 

EMILY: Well, what of all this—what are you driv- 
ing at—what—(she sees an opportunity to change the 
subject)—what have you got there? 

ROBERT (pained): I told you it was a budget, dear. 
I just made it up. 

EMILY (bored): Oh, yes. (She rises from the couch 
and starts toward the door.) 

ROBERT: —Er, as I was saying, Emily: It’s the 
people we know that are running our home and making 
our living costs what they are. Ed Marston got in some 
of his licks only yesterday, telling me my Channington 
coupé was all out of date and that “Really, old man, 
you should turn it in and get one of these Buvey-Dou- 
tons. They’re the car, now!” MHeavens! From the 
way he talked and argued and urged me, I'd ’a sus- 
pected he was on this Buvey-Douton pay-roll if I hadn’t 
known he worked in my own real estate office. (Robert 
rises from the sofa and steps toward his wife.) And 
that’s the way it is, all the time, he concludes. People 
constantly telling us of new ways of spending the little 
money we have. And, like a couple of goops, we always 
do as we're told. 

EMILY (sharply): Robert! What do you mean? Do 
you insinuate that I’m a goop? Do you mean to say— 

ROBERT (placating): There! There! Emily! Don’t 
get excited. I only used that word—er, figuratively. I 
didn’t mean anything by it. Now—(he clears his throat, 
nervously )—what I really wanted to show you was this 
budget. You see, I just made it up. Look at it, Emily, 
won't you? (He holds it up before her, eagerly.) You 
see: Up here—(he points)—I show what it cost us last 
year. See—Luxuries, Food, Amusements, and so forth. 
Everything’s itemized—that is, everything I could re- 
member. Now, down here, I have made up a budget 
for the New Year—basing it on our experience in 1922. 
Now, you see, we spent more than I earned last year— 
exactly eleven hundred dollars more. That’s bad, of 
course. It'll land us in the poorhouse, you know. Be- 
sides, everybody ought to be saving something. It’s 
just as THE MaGazine oF WALL STREET says— 

EMILY: Oh, don’t quote that awful magazine! I 
never could see why you read it. Nothing but articles 
about money—money—money— 

ROBERT: All right, Emily. I won’t quote it. But 
what I was saying was that everybody ought to save 
something. And so, in making up my budget for the 
year ahead, I cut down wherever I could on last year’s 
expenses, I worked hours on it. But I think I finally 
succeeded. I didn’t cut down on anything that was 
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really necessary to our happiness. And finally, Emily— 
think of it!—I fixed it so we could come out a little 
ahead by the end of the year. 

EMILY (suspiciously): Just what did you cut down 
on? 

ROBERT: Well, for one thing, I cut down on books 
and magazines—the things / keep buying. I found that 
I spent over a hundred dollars on these last year, and 
there’s no reason why they should take more than 
thirty, at the most. Of course, I'll have to go without 
those three trade papers of mine and the set of real 
estate books I’ve been buying—but—oh, well! I can 
do without them! And think of it, Emily! I can save 
seventy dollars a year by doing so. 

EMILY (somewhat mollified, but still suspicious): 
What else did you cut down on? 

While Robert prepares to answer, she draws closer 
to him and studies the sheet. Then, suddenly— 

EMILY: ROBERT! How much are you allowing 
for my clothes? Two hundred and fifty dollars for the 
entire year? Why, Robert—it’s—it’s— (She gasps for 
breath. ) 

ROBERT: Listen, Emily. I was coming to that. 
Now don’t get excited. Look! (He points nervously 
to another part of the sheet.) I haven't allowed myself 
but fifty dollars for clothes—and that’s only enough to 
allow for new underwear that I’ve got to have and 
some pajamas—and—and— 

EMILY (who has completely ignored his remarks): 
And what’s this? Only twenty-five dollars for Bobby’s 
allowance? Why, Robert! That’s—that’s less than fifty 
cents a week! 

ROBERT: I know it. (Stoutly.) 
It’s more than he needs. It’s all he should have. 
when / was his age— 

EMILY: O-o0-0-oph! When you were his age! Don’t 
you realize how different things are now? Why, look 
at Mrs. Jones! She gives her son five dollars a week, 
against the two dollars we give Bobby. And he’s six 
months younger than our Bobby—not yet seven years 
old. And—and—look at Mrs. Walter Price! She gives 
her Catherine three dollars and a half. Imagine how 
30bby feels, when all these other children that he goes 
with can buy four or five times as much as he can. 

ROBERT (hotly): That’s just what I’ve been say- 
ing! The people we know run our lives. We feel 
we've got to do as they do, even in as little a thing as 
arranging our children’s spending money. We know 
we're not as rich as they. They know we’re not as rich. 
Everybody in town knows we’re not as rich. And yet, 
we’re forever aping them—forever pretending that we're 
as good as they—and—and—and— 

EMILY 
(her eyes 
flashing): 
Do you mean 
to say we’re 
not as good 
as anybody 
in this town? 
Why, Rob- 
ert Mars- 
land! Aren't 
you ashamed 
of yourself! 
(She seizes 
the paper 
from him.) 

Robert, in 
a bject de- 
spair, strides 


It’s all he needs. 
Now, 
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over to the other side of the room. But a squeal of sur- 
prise brings him sharply back to his wife’s side. 

EMILY: And, what’s this? “Amusements, three 
dollars a week”! Why, Robert! That wouldn’t buy 
one theatre ticket ! 

ROBERT (shouting): Yes it would! Yes, it would! 
YES, IT WOULD! It would buy three theatre tickets. 
We could sit in the gallery. Or we could stay away, 
now and then—go less often. 

EMILY: But what about my Theatre Club? Have 
you thought of that? You haven’t, I suppose. Or 
maybe you have ‘thought of it, and expect me to give 
it up—the only diversion I have. And you know what 
it means to me! Why, it was years before I was ever 
asked to join it. And now, if I had to withdraw from 
it, I’d—I’d be a perfect outcast, socially! 

ROBERT: Oh, Emily, you wouldn’t! They’d respect 
you for it. All you’d have to do would be to tell them 
that you can’t afford it—and— 

EMILY: Can’t afford it? Why, I’ve done it right 
along, haven’t I? And we’re not bankrupt, are we? 
(A thought occurs to her. Her eyes dilate, and she 
rushes to her husband’s side.) Robert! Your—your 
salary hasn’t been reduced, has it? 

ROBERT (smiles, mournfully): No, dear. Nothing 
as bad as that! 

EMILY (returns the sheet to him, and fondles his 
arm): Then, Robert, don’t ask me to do these things, 
as long as we don’t really have to do them. They mean 
so much to me—and, after all, I do have a pretty dull 
time of it. Ordering meals every day. Constantly 
watching over Bobbie. Incessantly following the ser- 
vant around, to see that she does as she should. Really, 
dear, you should let me have my few pleasures, and not 
ask me to go around dressed in rags! 

While she is speaking, Emily rests her head against 
her husband’s shoulder. Now, her one hand steals up 
about his neck, and she lifts her lips up to be kissed. 
For a moment. Robert stares away from her, as though 
determined to ‘ take a stand.” 


a 





EMILY: Bobbie, dear! Kiss mother! 

The human being beside her is no proof against this 
form of attack. Human beings never have been and 
never will be. He bends down and kisses her. 


EMILY: There! Now I'll go and get ready for 
dinner! And for heaven’s sake throw that budgetty- 
thing away! 

She sails out of the room, leaving her husband stand- 
ing in the center. For a moment, Robert remains mo- 
tionless, watching the door through which she departed. 
Then he remembers the paper in his hands and lifts it 
up to study it. 

ROBERT (reading): “For year nineteen hundred 
and twenty-two. Actual deficit eleven hundred dollars. 
For year nineteen hundred and twenty-three. Possible 
surplus, two hundred and forty-five dollars and forty- 
three cents. (He looks up from the sheet, and again his 
eyes fasten on the door through which Emily passed. 
Then, his glance wanders idly about the room, finally 
coming to the burning gas logs. At this joint, a thought 
occurs to him: He looks from the burning logs to the 
paper. He looks back to the logs again. He repeats 
this process several times. Finally he steps slowly over 
to the hearth. There, he stoops, ignites a corner of the 
sheet in the flame, holds ‘t until it begins to blaze—and 
then drops it behind the logs. His elbow resting on the 
mantel-piece, his head supported by his hand, Robert 
gazes into the bright flame of the burning paper. Not 
until the sheet has curled up into charred blackness does 
he speak. Then— 

ROBERT: Possible surplus in nineteen twenty-three: 
Two hundred and forty-five dollars—and—and forty- 
three cents! 

EMILY’S VOICE (from without): Robert! Robert! 
Dinner’s ready ! 

ROBERT (sighing heavily) : Coming, dear! 

With a final glance at the charred embers, and one 
more sigh, he steps heavily across the room and out 
through the door. And this he closes gently behind him. 
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DISBURSEMENTS VS. RECEIPTS ; 
The above chart is based on compilations made in authoritative quarters of the expenditures and receipts of, the 


United States Government from 1910 to and including 1922. 


It is interesting to note the close proximity between the two items during the pre-war years, as contrasted with 
the enormous distortion of the “Disbursements” line from 1917 to and including 1920. 
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Should He Build a Home? 


How a Prospective Owner’s 
Project Was Analyzed 





Tr 
Z 
= 
. THE PROBLEM 
it . , 

I would appreciate very much some advice on 

home-building. 

d I am 46 years old. My average income is 
3. about $6,000. I have a wife and one child 4 
e years old. 

I own outright a $2,000 lot and have $3,000 
s in the bank. I plan to build in the spring a 


J house costing $8,000, to be financed through 
the Building & Loan Association plan. 





($1,000) cash deposit, or 
$60—a total of $180 in 
“interest loss.” 

Now, you have elected 
to finance this project on 
the Building & Loan plan. 
Let us see just where this 
will lead: 


How the B. & L. Plan 
Works 








t (1) Is a $10,000 proposition too much for Under the Building & 
C my income? eta , ‘ Loan plan, the home- 
s es . = prices likely to be any tite & required - a 
Ss 0 
U (3) I carry $17,000 life insurance at a a le ok caine 
e premium of $5 Should I increase my in- b —t “Theee 
surance?—L. L. C., Berlin, N. H “my Seuss ’ 
monthly deposits are used 
e — in part for the discharge 
t of one month’s due inter- 
t TYNHE above questions were put to est on the loan; the remainder is used 
s this Department recently by a each month to reduce the principal of the 
reader of The Magazine. The De- loan. That you may know exactly how 
partment’s analysis of these questions this works out, we append a brief table, 
; follows : showing how your first six-months’ pay- 
We have taken pains to study your ments on each $1,000 borrowed will be 
; yme-building project in relation to (1) applied: 


uur capital, (2) your income, and (3) 
the method by which you purpose to 
finance it. We are glad to submit here- 
: with the results of our analysis: 

Based upon the facts you have supplied, 
the following tabulation appears to cover 
all the financial responsibilities your proj- 
t would entail: 














SE er Sbanannncannetesccavekeeue $2,000 
DONG Ge Mieenaeisesceteciiiecssaes 8,000 
Wl etideeidbe terdwnchesesae $10,000 
Pee ES Gn cc cdseeronsccaces 7,000 
Apparent cash required........cseccess $3,000 
Deduct: Value of lot (because already 

CUED sdcccecstescucnccsecensscsce 2,000 
Actual cash required.......ssccscceces $1,000 


With your cash resources what they are, 

is obvious that you have ample capi- 
tal for the purpose of this home-building 
oject. 


~ 


Cost of Maintenance 


Basing our figures on the average ex- 
rience, we would set your prospective 
aintenance charges, exclusive of (1) in- 
rest loss, (2) mortgage reduction pay- 
nents, and (3) mortgage interest at the 


a oo ob me om 








llowing : 
SE: Gonnddschouvmaes $30 
En 
DE aiewiteuntuexeswenes 5 
ED atebencssttindahiees 10 
Wiicdhsennesstueacisened $250 





Your “interest loss” will be figured at 
6% on the cost ($2,000) of the lot you 
own, or $120; also 6% on the required 
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Application of Payments Toward 


Meeting Reduction 
Due of 

Month Interest Principal 
SEs ccccese $5.00 $5.00 
re 4.98 5.02 
itneka 4.95 5.05 
Gc cccccccvecce 4.92 5.08 
Descveccesssee 4.89 5.11 
GEr..cocccccesece 4.87 5.13 


Why the amount necessarily devoted to 
monthly interest payments steadily de- 
clines, whereas the amount devoted to re- 
duction of principal steadily increases, is 
no doubt obvious to you. However, it 
may do no harm to emphasize that the 
interest payments decline because of the 
Building & Loan policy of assessing its 
6% interest charges on a monthly basis, 
taking into consideration the new prin- 
cipal existing at the end of each month. 
In other words, the B. & L. plan gives 
the home-builder the benefit of a constant- 
ly reducing principal. As for the con- 
stantly increasing amounts devoted to re- 
duction of principal: That is merely the 
arithmetical result of assessing a constant 
total for the whole purpose, minus a con- 
stantly decreasing total for a portion of 
the purpose. Naturally, the remainder is 
on a constantly rising scale. 

We have assumed that you will bor- 
row $7,000 on mortgage. In that case, 
you will be required to deposit $70 a 
month with the Building & Loan Associa- 
tion, or a total of $840 a year. 


The Whole Cost 


Summing up all the charges itemized 
and explained above, we find that your 
project will involve the following yearly 
total : 








Maintenance .....-sesssecceses $250 
Interest loss ...cccccsccccccecs 180 
Amortization and interest...... $40 

Total. cocccccccecccsccccesese $1,270 


With an income of $6,000 a year, of 
which (according to the “quarter-of-your- 
income-for-rent” rule) you are justified 
in paying out $1,500 a year for living 
quarters, it is obvious that you are fully 
warranted from an income standpoint in 
undertaking your project. 


The Outlook for Building Costs 


As Question 2, in your letter, you ask 
whether building prices are likely to be 
any lower next summer. This Depart- 
ment hesitates to make predictions in 
that connection, owing mainly to the ex- 
ceedingly involved conditions now exist- 
ing in the building industry. If you will 
read the interview with President Frank 
failey, of the Realty Associates, in the 
last issue of The Magazine, you will get 
an idea of what these conditions are. 

Nevertheless, the Department does feel 
that, within the short period you mention, 
it is most unlikely that any decline in 
building costs will occur of sufficient pro- 
portions to justify delay in the matter of 
individual home-building projects. If you 
are convinced that you wish to own your 
own home (and we heartily approve of 
home-owning, as a general proposition), 
there is little on the horizon of the con- 
struction world to warrant postponing 
action. 


Take Out More Insurance 


As for your last question, regarding 
life insurance, we are frank to say we do 
not feel you are carrying enough. For 
purposes of argument, let us suppose that 
the unfortunate event which life insur- 
ance is designed to counteract should oc- 
cur shortly after your home-building proj- 
ect had been completed. As things are 
now, your family would receive $17,000 
principal. Could your wife invest that, 
safely, at as much as a 6% rate of in- 
terest, the most it would bring in would 
be $1,020 a year. Obviously, that income 
would be small compared with the yearly 
$1,270 she would have to pay out in order 
to carry your home-owning project to 
completion, plus the numerous other ex- 
penses attached to her living. 

Frankly, it comes very near to being a 
householder’s duty to provide an estate 
which will permit his dependents to live 
on, even after his death, on the same scale 
that they enjoyed during his life. If he 
falls short in this respect, he subjects 
them to some hardship. In this connec- 
tion, we suggest you read Mr. Chace’s 
statement elsewhere in this issue. Note 


that, for $6,000 incomes, he recommends 
an insurance allotment of $1,500 a year 
or three times what you allow. 





21 


5 












The Third Step in the 
“Staircase to Success” 


Equipment Trust Bonds as An 
Ideal Medium for Income Building 


“6 OW I wish there was something 
in the way of safe investments 
that a man could have complete 

confidence in and which would still yield 

him a little bit more than the paltry three 
or four per cent the savings bank pays!” 

That wish—or one a good deal like it— 
is frequently expressed by newcomers in 
the income-building field; and not infre- 
quently by builders who have been plug- 
ging away at the game for a long while. 

Too bad all the things we wish for are 
not as easy to fulfil! Too bad for those 
who honestly desire such an investment 
as this that the other things they seek in 
life are not as easy to find! 

For, as a matter of fact, there is just 
such a type of investment as the one speci- 
fied—an investment in which, as a class, 
one can afford to place great confidence, 
and which will pay you a little more than 
the savings banks pay. 

This investment is known as “Equip- 
ment Trust Bonds”; and, as those who 
saw the “Staircase to Success” in the last 
article of this series will remember, these 
Equipment Trust Bonds are rated as part 
of the ideal “third step” in an Income 
Builder’s climb to financial independence. 

In accordance with the outline adopted 
at the outset of this series, it devolves 
upon us to show: 


1) What equipment trust bonds are. 

2) What they offer in the way of in- 
come return. 

3) Where they may be purchased. 


What They Are: In the beginning, 
equipment trust bonds were devised as 
a means of raising funds for decrepit 
railway corporations which needed new 
cars or new locomotives, but simply hadn't 
the funds or the credit necessary to their 
purchase. 

These corporations had already sold 
more bonds or stock than was good for 
them. The public was well aware of their 
shaky condition. Where, had these cor- 
porations been in a strong position, they 
might have sold a special issue of their 
own bonds, and utilized the proceeds to 
purchase the needed equipment, investors 
had already had enough of their watery 
securities, and were unwilling to trust 
them an inch further. 

For a while, things were at an impasse, 
and it looked as though these railroads 
would have to struggle on with the ram- 
shackle cars they already owned, and 
trust providence to keep them from fall- 
ing to pieces, o1 crumbling upon the 
tracks. And then somebody came along 
with this idea: . 

“The reason why the public, won’t help 
us in this matter_by buying up a new bond 
issue ofours is because the public realizes 
that such a bond issue would be preceded 
by all the other bonds“we now have out- 
standing, would be far removed from our 
earning power, and would have only a 
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fair chance of receiving regular interest. 

If we are going to get the public’s sup- 
port, we will simply have to discard that 
plan. And any new plan we devise will 
to be totally free from the drawbacks 
that plan contains. 

“All right. Here’s the way out: Let 
us make the equipment financing entirely 
a thing apart from our organization. Let 
us find some organization that stands high 
in public esteem, and get them to buy the 
equipment we need. Let us persuade them 
to lease this equipment to us. Let us 
then persuade them to issue interest-bear- 
ing certificates against this equipment, 
selling these certificates to the general 
public. The public will be willing to buy 
the certificates because it will appreciate 
the large earning power of the equipment 
they represent, and will understand that 
their intrinsic value rests, not upon the 
weak financial position of our road, but 
upon the high value of the equipment it- 
self. By this means, we will get the 
equipment we have got to have at a fair 
rental; the manufacturer will be reim- 
bursed promptly; and the public will get 
a good investment.” 

This suggestion was followed out, and 
was exceedingly successful. Poverty- 
stricken railroads found in it a means of 
rehabilitating their equipment on a scale 
they had never dreamed possible. The 
plan was worked again and again; and, by 
and by, even the stronger roads began to 
perceive its advantages. Thus it was that, 
after a few years had passed, Equipment 
Trusts came to bc known as, at once, one 
of the commonest methods of financing 
railroad equipment buying and one of the 
best forms of security investments. 


Why Equipment Trusts Are Safe 


The reason why Equipment Trusts are 
so secure, from an investment point of 












THE TWELFTH 
is the twelfth article in the 
series being published in this depart- 


This 


ment whose purpose is to aid con- 
servative but enlightened Income Build- 
ers in their journey toward financial 
independence. Further articles in the 
series will appear later. 











view, is easy to find: When the equipment 
notes are originally issued against a brace 
of equipment, they are issued (for ex- 
ample) to an amount which is some 20%, 
or thereabouts, less than the face value 
of the notes. In other words, at the very 
outset of this form of financing, the in- 
vestor has an equity of 20% over and 
above the face value of his notes. (In 
figures: A $10,000,000 Equipment Trust 
Issue, at the outset, will often represent 
$12,000,000 worth of equipment, or 20% 
over and above the face value of the 
issue.) Furthermore, the equipment note- 
holder’s margin of safety constantly in- 
creases; and it constantly increases be- 
cause such issues are always put out on 
an amortization basis which provides for 
their reduction, at periodic intervals, and 
in settled amounts. Thus, our typical 
$10,000,000 issue, as like as not, will be 
reduced at the rate of $1,000,000 each 
year—always, in any event, at a rate 
faster than the equipment itself depre- 
ciates in value. 
What this means to the equipment 
noteholder is brought out in the accom- 
panying graph which, although used once 
before in THe Macazine or WALI 
Srreet, is unique and striking enough for 
reproduction. The graph shows that, 1 
a brace of equipment originally costing 
12 millions of dollars, against which a 
10-million equipment issue is placed, and 
which is made subject to a retirement 
clause at the rate of $1,000,000 a year, 
the noteholder’s equity at the outset is 
20% ; at the end of 5 years it is 48%; and 
at the end of ten years, 300%. Putting 
it another way round, the value of the 
equipment at the end of the 10th year, in 
spite of its depreciation in the mean- 
while, will be three times the portion of 
the equipment note issue still outstanding 
Income builders should not conclude 
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from the foregoing that equipment bonds 
can be warrantably purchased with closed 
eyes and after no prior investigation. As 
we have said many times before, you can’t 
take this course with respect to any se- 
curity. But, as a class, they may be said 
to offer an unusually high degree of 
safety. 

What They Yield: Equipment trust 
securities fluctuate in value, of course; 
and, at different times, the yield they will 
produce varies. Just at present, the bet- 
ter-grade securities in this class are to 


be had on a 5.20%-5.00% yield basis— 
obviously more than can be had from the 
savings banks. 

Where They May Be Obtained: Any 
investment banker will help you select 
good equipment trust notes for invest- 
ment. But it is a good thing to know 
that there are some very large institutions 
which specialize in them—which know the 
field from A to Z. For those who want 
the shrewdest counsel, it might be wise 
to seek out these specialists, and learn 
from them. 





Found: A Man Who Practices What 
He Preaches! 
Or: How An Obliging Friend of Ours 


Answered An _ Impudent 


Question 


NOW ING Mr. A. Manton Chace, the pioneer in “Budgeted Insur- 
ance” fairly well personally, the editor of the BY FI Department 
recently screwed up courage to ask him a very personal and im- 


pudent question: 


“Mr. Chace, you’ve a very convincing way of talking about insur- 
ance, and what you say sounds as though you meant every word of it. 
But do you really mean all you say about it? Are you such a firm be- 


liever in insurance? 
the insurance you can afford?” 


Do you practice what you preach, and carry all 


Interestingly enough, Mr. Chace didn’t appear at all offended by 


the question. 


manded. 
“Go ahead!” we urged. 


On the contrary, he seemed to welcome it. 
“Do you want the whole truth—and nothing but the truth?” 
“If you do, you'll have to listen to the story of my life!” 


he de- 


And here is his own story, as Mr. Chace told it: 


URING the fall of my junior year 
D at high school, when I was seven- 

teen, my father died. When the 
administrator counted up, he found that 
Dad had left some real estate, some sound 
investments in stock, a substantial bal- 
ance in the bank and, what was best of 
all, a life-insurance policy in one of the 
best companies for $10,000. Without this 
life insurance, I would have had to leave 
school to go to work; for the remainder 
of Dad’s estate would never have been 
sufficient to support both my mother and 
myself. 

My mother, who had been far-visioned 
for her day and had seen to it that my 
father kept up his life insurance (even 
to the extent of sometimes helping him 
pay the premiums!) continued her good 
work by taking out a policy on my life 
for $2,000 on the old 20-Year Endowment 
Gold Bond plan. I remember how I re- 
belled against this step. “I am not go- 
ing to die,” I protested, “why are you tak- 
ing insurance for me?” But my mother 
insisted and I reluctantly signed the appli- 
cation and submitted to the necessary ex- 
amination. A year later another policy 
for $1,000—10-Year Endowment Gold 
Bond—was taken out, again over my vig- 
orous protests. My mother paid the pre- 
miums and had the policies payable to 
her in any event, thus controlling them. 

At that time, as I say, insurance on my 
own life seemed ridiculous to me—total- 
ly unnecessary —absurd; and I fought 
against the idea. 
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But today, as I look back, I realize 
that those two policies were the founda- 
tion of my present estate and that, when 
she led me to take them out, my mother 
performed one of her greatest kindnesses 
to me. 


Years of Struggle 


Though never a brilliant student, I man- 
aged to finish college in the honorable 





little progress with my first love—Civil 
Engineering—in Colorado and New Mex- 
ico. The pay was woefully small—only 
$50 a month—and the work woefully 
hard. The only financial progress I made 
lay in my keeping up my life insurance. 

There then followed six years of mis- 
cellaneous effort. I deserted engineering 
for other lines of endeavor that promised 
me greater returns; but for these I had 
no previous training, and met with dis- 
couragement after discouragement. Seven 
years later showed no financial progress, 
other than the life insurance estate which, 
by now, had become valuable. 


The “Big Idea” 


Then I married, in California. And 
then it was that I conceived my big idea. 
Taking my sacred oath, before Almighty 
God, to provide for the girl whom the 
minister was wedding me to, I suddenly 
realized what my life insurance policies 
meant, what a means of protection these 
policies would prove for my wife in case 
anything happened to me, how they, and 
they alone, would constitute an estate for 
her, even though I had practically no other 
possessions. And from there my thoughts 
wandered into the affairs of other men 
situated as I was—men to whom life in- 
surance might prove just such a godsend 
as it had once proved to me, and might 
yet prove to my wife. I was literally in- 
spired at the enormous opportunity that 
seemed open to me—the opportunity to 
help men of comparatively small means 
create large personal estates—certainly as 
constructive a work as a man could be 
paid for doing. 

Within six weeks of my wedding, I 
stepped into the New England office of 
the life insurance company Dad and I 
were insured with and began my career 
as a life insurance man. 

With some of the first moriey I earned, 
I bought more life insurance and the fol- 
lowing Christmas I gave my wife a $2,000 
policy. Even this taxed me to the limit. 
Then the 10-Year Endowment matured, 
and I was able to return the proceeds to 








fashion. Armed with the degree of B.S. Mother to reimburse her for financing my 
in C.E., I then embarked on my business college education. 
career. During those early years, I made By the summer of 1917, my total in- 
BUDGETS FOR TYPICAL INCOMES 
Life Ins. Deduct Develop- 
& Savings Cloth- Operat- Lux ment 
Savings From ee Food House ing ing ury & Auto 
Income 6% Leaves 30.5% 27% 15% 9% 10% 2.5% 
ae sae $1,880 $610 $540 00 $180 $200 $50 
15% 26.6% 20% 14.2% 3% 10% 7.56% 
$3,000..... $400 $2,600 $800 $600 $425 $250 $300 $225 
15% 23.8% 18% 12.5% 6.25% 8.9% 15.26% 
$4,000. . $600 $3,400 $950 $720 $500 $250 $350 $ 
20% 22%, 18% 12% 7.5% 8% 14.5% 
$5,000. . $1, $4,000 $1,100 $ $ $275 $400 $725 
25% 21% 16.6% 11.7% 5% 7.5% 18.31% 
$6,000..... $1,500 $4,500 1,200 $1, 000 $700 $300 $450 $825 


“House” 
the house except taxes, interest, etc. 
additional as may be necessary 

“Clothing” is all wearin "apparel: 

“Operating” covers incide 
the house, etc. 
“Luxuries” cover theatre, 
“Development” covers b 
“Auto” covers maintenance cost. 
“Luxuries,” 
other temporarily as the need arrives.—A 





The secret of success in a family budget is in the principle of saving before you spend 
and then scientifically dividing just what is left to cover the various items of living cost. 
includes rent, telephone, gas, electricity and all other expenses connected with 
If you have to buy coal go into “Operating” 


mtals such as street-<ar fare, odd jobs you hire done about 


leasures, and the like. 

s, club dues, social and intellectual advancement. 
If an auto is maintained the items 
* and “Auto” are so closely . <‘o- amounts may be taken from one or the 


for such 


“Operating,” 























come was about $2,100 a year, and we were 
facing the task of keeping up appearances 
in one of the best sections of a 260,000 
New England city, with prices higher on 
everything but life insurance. My wife 
and I took the only course open to us 
(this side of bankruptcy): We went with- 
out the luxuries that were consuming 
other peoples’ incomes; the only thing we 
increased our purchases of was the only 
necessity that had not increased in cost— 
life insurance. 

A few months later, my income was in- 
creased permanently by about $550. There 
were many excellent uses to which I 
might have put this money, and I con- 
sidered them all. But, in the end, there 
seemed only one sane conclusion to me, 
and that was that the thing which was at 
once the cheapest and most desirable of 
all still continued to be—life insurance. 
With my new income, -I bought a 20- 
Payment Life policy in the sum of $15,000 
with all the usual fixings in the shape of 
Double Indemnity in event of accidental 
death and the full disability clause which 
would make this policy paid up and pay 
me $150 a month in event of my becom- 
ing permanently unable to continue to 
profitably employ myself, due to accident 
or disease, before I reached the age of 60. 
I had a splendid trust clause added to this 
policy, whereby the proceeds are to be 
held on deposit at interest, during the life- 
times of the joint beneficiaries—my wife 
and mother—with either’s share going to 
the survivor, the principal to be paid to 
my surviving children after the death of 
both beneficiaries and providing the 
youngest child had reached age 30. This 
policy was written two years before our 
only child, a boy, was born. 


For a Boy 


When our son was about three days 
old, I took a $5,000 10-Year Term policy, 
and six months later another $5,000 Term 
policy. The first of these is payable to 
my wife under Option No. 3 of Modes of 
Settlement, which provides her with 
monthly income for life, with 240 monthly 
instalments guaranteed. The older my 
wife is, at the time of my death, the more 





HOW ONE INCOME BUILDER 
MANAGES HIS OWN 
AFFAIRS 


In connection with the accom- 
panying “‘story of my life,” our 
friend Mr. Chace permits us to 
publish his own personal budget 
for the year 1922, in the belief 
that it may be found helpful by 
other income builders. The budget 
follows: 


Life Insurance and Savings. . $1500 


NE Cieraia cau Gia atin 1000 
NE eliak caitka ah cap sao SO 900 
OE re 500 
Operating (Family) ...... 300 
Vacation, Luxuries, Amuse- 
WUGHEO, GOB. cc cesedcecee 525 
SUP SSR eee. 800 
Office Expenses .......... 900 
Miscellaneous ........... 200 















she gets each month, for life. You see, 
I have put a premium on keeping me on 
earth! However, if I am tapped this 
year, she will receive $20 a month guar- 
anteed and, as my insurance is in a mutual 
company, she will participate in excess 
earnings during the next twenty years. 
This excess interest will give her an aver- 
age amount of $25 each year, if the pres- 
ent scale is maintained. The other $5,000 
policy will pay $21.19 a month for 20 
years, a total of $6,525.60. The excess 
interest on this contract will give my wife 
another extra check averaging $25 a year 


during the twenty. If she predeceased the 
twenty full years after my death, these 
aforementioned incomes go to my son 
through his then legal guardian. 

When my boy was a year old, I pur- 
chased an 18-Year Endowment, with an 
Educational Trust Agreement attached. 
This policy will guarantee him a college 
education, even though his Dad should 
leave him for good this year. The face 
of this policy would be held in trust at 
compound interest until September 15, 
1936, in event of my death at any time 

(Please turn to page 546) 





Points for Income Builders 


Meaning of “Capitalization” and 
Other Much-Used Financial Terms 


CORPORA- 

A TION _ cannot 

start business 

_ without money. How 

SAS T(G< much money it needs 

=i depends upon the 

sort of business it is 

in. And it cannot 

: secure this money un- 

less it gives something in exchange for 

it—some token of its having been re- 

ceived, which obligates the corporation 

to use the money so received for certain 

general purposes and to return it, or as 

much of it as can be returned, should the 

corporation ever decide to quit operations 
and go out of business. 

To secure money, then, corporations 
start out by “capitalizing” themselves— 
that is, raising necessary funds through 
selling to investors stocks or bonds or 
both, whose total face value represents 
the amount of money the corporation 
wishes to have at its disposal. 

The stocks and bonds sold in this way 
represent the “capitalization” of the cor- 
poration, and the total capitalization rep- 
resents the total amount (face value) of 
all the stocks and bonds which the com- 
pany sells. 






Assets 


After the corporation has obtained . the 
money it needs to start business, it must 
then purchase needed factories, machin- 
ery, raw materials, delivery trucks, and 
so forth, to perform actual operations 
with. These things purchased, and there- 
after owned, by the corporation, become 
known as its “assets.” 

But assets are not necessarily confined 
to tangible “things owned,” such as ma- 
chinery, buildings, and the like. Among 
its assets, a corporation will often list 
what it calls its “good will.” 


Good Will 


This item is supposed to represent 
values accruing to the company as a re- 
sult of its good trade name or reputation. 
Thus: Suppose you were to go into a De- 
partment Store and ask to be shown some 
sewing machines. Suppose that the clerk 
brought out two machines, both exactly 
alike, to all appearances, and both the 
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same price. Suppose that, while deliber- 
ating which one to buy, you found the 
name “Singer,” or “Wilcox & Gibbs.” on 
one of them; and some other name that 
you had never heard before on the other. 
Obviously (other things being equal), you 
would sooner put your money into one of 
these standard makes, with a world-wide 
reputation behind them, than you would 
into some other machine that you never 
heard of and had no particularly good rea- 
son for preferring. 

It is because, other things being equal, 
the average buyer will always select the 
article which has been produced by the 
firm of best reputation, that our big manu- 
facturing concerns consider their reputa- 
tion a valuable asset. And it is because 
they consider it a valuable asset that they 
list it as such, among their other assets 
owned. 

(Note: An interesting analysis of “good 
will,” as valued by some of our leading 
corporations, appears on another page of 
this issue of The Magazine. Those in- 
terested in going deeper into the subject 
should read this article.) 


Senior Security 


In the process of capitalizing a corpo- 
ration, it becomes necessary, or desirable, 
to issue securities of different classes. 
Thus, a corporation may start out with 
nothing but $5,000,000 worth of common 
stock as its capitalization. Later on, in 
order to secure new funds, it may be led 
to issue an equal amount of preferred 
stock. Still later, in order to expand its 
business, it may authorize a $1,000,000 
issue of general mortgage bonds. 

In corporations which have—as most 
corporations do have—a number of dif- 
ferent classes of securities in their capi- 
talization, the securities which, according 
to the terms under which they are au- 
thorized and sold, have the first call upon 
the earnings of those corporations, are 
known as the “senior securities”; and 
those which come last in this respect are 
known as the “junior securities.” This is 
totally regardless of the order of their 


issuance. A mortgage bond issued ten 
years alter a common stock still becomes 
the “senior security,” by comparison with 


that stock. 























Activities of the 


Investors’ Vigilance Committee, Inc. 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. 


“The Jollies ITH the “Sea- 
of 1922” W son of Good 

Cheer” _ still 
fresh in our memory, 
with the thought ot some concentrated on 
“how to invest their annual bonus,” while 
others are figuring on how to pay for the 
gifts given this year before next Christ- 
mas hits us again, it might be apropos to 
take our readers into our “Case Depart- 
ment.” 

Having this idea in mind, we want you 
to get a good idea of some of the state- 
ments or better called “jollies” handed 
out through the mails during 1922 by 
many of our well-known “benefactors.” 
We have often heard it said that figures 
do not lie, but as we scan the pages of 
literature before us we are more firmly 
convinced than ever that liars figure. 

We are nevertheless compelled to ad- 
mit and recognize the fact that there is 
not an oil operator in the country, whose 
literature we have read, who is not work- 
ing for your interest. In an advertise- 
ment conspicuously displayed in a Cali- 
fornia paper the promoter says, “Folks, I 
am tired of piling up the dough for the 
big fellows,” then again “I don’t want to 
hog the game or become a _ millionaire 
over night, and in return I will give you 
the lion’s share.” 


Texas Has Competitors 


From the many articles written of late, 
one might be lead to believe that the only 
place to become a millionaire over night 
or perhaps get a fair run for your money 
was in Texas, but for once you are 
wrong, all wrong, as Kentucky also can 
do it according to the literature pub- 
lished by one “oil outfit” which we have 
on file. Perhaps many of our readers, 
who have invested in Texas “wall paper” 
stock, might like to know more about this 
Kentucky proposition. So here it is: 


“OLD KENTUCKY THE HOME OF 
SHALLOW WELLS AND BOURBON” 


Not forgettin’ the fast horses and the blue 
~y as well as the Colonels—God bless ‘em.”’ 
Sut they’ve got oil wells. I know they ain’t got 
no gushers. But what the heck’s the good of 
a gusher if she don’t keep on gushing? prefer 
a well that costs less to drill, and a big sight 
less to operate and will pump from ten to one 
hundred barrels from now till the “baby has 
whiskers.” About a buck a day it costs down 
there to operate a well. Not much when you 
compare it to fifteen hundred a month that I 
know one man spent on each of seven wells in 
a certain field in this country (name on re- 
quest). I dont want to publicly say who or 
where. I ain’t no knocker, what else I am. 
And ole ALLEN COUNTY has some of the 
best oil wells pumpin’ away twenty-four hours 
a day three-sixty-five days a year; no holidays 
or Xmases or Sundays; they dont take time 
to vote down there, but grind out the dough 
for the folks that own them. 

Folks, I’ve jest about told you my story and 
sung my song. One hundred acres of real oil 
land,” two wells guaranteed to you to produce 
the black liquid gold by the two bits of the 


for JANUARY 20, 1923 








HE plans of the INVESTORS 

VIGILANCE COMMITTEE, 
Inc., with samples of the forms 
used, will be sent upon request to 
any Chamber of Commerce or 
other business organization in the 
United States or Canada. 

It is the duty of every citizen of 
this country to secure the co- 
operation, of his local business or- 
ganization with this Committee so 
that his own community may be 
made safe for investors from 
these “vultures who are parading 
like peacocks” in their midst. 

If the mail brings you, Mr. 
Reader or your friends, a speci- 
men of promotion literature, re- 
mail it to this Committee and help 
in the “Round-Up.” 











month. SIX-Eighths of the oil to you. Divi- 
dends every ory days. Capital $100,000 
Units $1.00. If that isn’t a real proposition, 


then I’m a bigger fool than the old man thought 
was when a boy. If you don’t figure this a 
real money making joint where you WON 
get wealthy over night, BUT where you not 
only get a run for your kale seed but you will 
have a steady income month in and month out, 
then you hav'nt the brains that God gave a 
duck. Folks let’s go. Let’s get down to brass 
tacks. Make tracks for the Western Union and 
shoot me a wire, then take the old fountain 
Ren, drag out the check book and let's have it. 
‘he only worry you will have is to cover the 


check by the time I send it back. Not hard 


to do. Let’s go, Big Boy, Let's go. 

If there are any of our readers still un- 
convinced that a fortune awaits them in 
Kentucky, we will have to say, as most 
of our prospectuses do, “further informa- 
tion upon request.” 


Oil or Water 


Many may be of the impression that it 
takes an artist to “do you in oil,” but if 
you could spend the time with us to go 
through the many pieces of oil literature 
that we receive daily, you would be firm- 
ly convinced that you are wrong. We 
will, however, admit that there is many 
an artist in the oil game, and many can 
also do you with “water.” Some may 
feel after this or that unfortunate in- 
vestment that there is no money in the 
oil business, but that’s where they are 
wrong, because isn’t the money they sent 
to some gusher shooting outfit without 
investigating “still” in it? 


“Subscription” Rights 


Some of the newest “jollies” of the 
year are the so-called “Certificates of 
Subscription Rights” about which we have 
previously written. However, the biggest 
“bunk” of those sheets are the “expira- 
tion dates.” As our organization acts as 
a clearing house for information on stock- 


Cc. 


selling schemes in every part of the Unit- 
ed States and Canada, we receive from 
our cooperating organizations, and the 
readers of THe MaGazine oF WALL 
STREET, many specimens of literature. Of 
the certificates mentioned, we have re- 
ceived in one case, ten specimens issued 
by the same concern, but each dated a 
week ahead. Of course the party receiv- 
ing one of these, does-not get the exten- 
sion granted by the later certificates, be- 
cause, as his particular one reads, “The 
Right to Subscribe will be forfeited and 
this certificate made void and of no value 
and the subscription money returned 
UNLESS letter containing Subscription 
and remittance is postmarked not later 
than 3. P. M. August 25th, 1922.” The 
issue (as far as the party receiving it is 
concerned) ends at the date mentioned. 
But—the promoters of the Bunkum Ra- 
dio Corporation and the Nipping Us Mines 
Extension Company go merrily on their 
way. We have found that the Postal Ser- 
vice has been unusually good in these 
cases as no letters have been postmarked 
later than 3 P. M. on the dates mentioned 
so no money has had to be returned. 

To our minds some of the most unfor- 
tunate pieces of promotion that are “jol- 
lying” the unsuspecting public today is 
the type of the “so called” unincorporated 
Banks and Trust Companies of Texas, 
which are being used as a eloak for the 
promotion of certain oil outfits. In some 
of the literature now being circulated the 
word “unincorporated” is printed under the 
bank’s name so small as to require a 
magnifying glass to discover it. These 
concerns in many cases issue as a part of 
their literature a telegraph blank printed 
in full except for the number of shares 
you desire to purchase or reserve for you 
in the oil company they happen to be pro- 
moting. The investor not being sufficient- 
ly informed is led to believe that he is 
sending his money to a bank or trust 
company, a sound financial institution, 
protected by the National or State Gov- 
ernment. That such a concern with a 
name like the “American Bank” or the 

(Please turn to page 553) 


This page has been donated by Tue 
MAGAZINE OF Watt Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit- 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are 
not guaranteed but are based upon infor- 
mation which we believe to be accurate 
and reliable.—Editor. 
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Will Politics Affect Consolidated Gas? 


Recent Election With Administration Urging Municipal Control of Public Utili- 
ties a New Element in the Situation—Dividend Prospects On New Shares 


S one of the largest public utility 

properties operating in the state of 

New York, the recent statement 
contained in the Governor’s message that 
the administration just going into office 
would favor municipal control of public 
service companies may have far-reaching 
importance to Consolidated Gas Co. As a 
result of the election last November, an 
element of doubt has been injected into 
the situation and the changed aspect to 
the company’s affairs is well worthy of 
discussion. 

There are probably few companies that 
within the short space of less than a year 
have been subjected to the same varied 
aspects of the situation having a direct 
bearing on earning power than has Con- 
solidated Gas Co. The victory won by 
the company in the famous “Eighty-Cent 
Gas Law” case is still fresh. Back in 
March, 1922, the United States Supreme 
Court in a decision favoring the com- 
pany, held that local laws compelling it 
to furnish gas at 80 cents a thousand cubic 
feet were invalid as being confiscatory. 
The product was being furnished without 
an adequate profit to the company, it was 
alleged. Instead of 80 cents, under the 
ruling of the state Public Service Com- 
mission, the company was immediately 
permitted to charge $1.50 a thousand cubic 
feet. On the ground of receding operating 
costs, a reduction to $1.25 a thousand was 
made later in the year, and still later a 
10% reduction was ordered. However, 
this is more or less ancient history by now 
and a résumé is useful only as furnishing 
a background in a discussion of the com- 
pany’s affairs, having no direct bearing 
upon them at the present time. 

There are two important factors in the 
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company’s affairs which will be discussed 
at length in this article. They are: The 
recent turn-about in the state’s political 
situation and recapitalization plan which 
has just been consummated including 
dividend prospects for the new shares. 

Consolidated Gas Co. and its sub- 
sidiaries comprise one of the largest pub- 
lic utility properties in this country. 
Serving a population of between four and 
five millions, the system furnishes prac- 
tically all the gas, electric light and 
power business of the Borough of Man- 
hattan within the city; a good part of the 
needs of the Boroughs of Bronx and 
Queens, including a part of Westchester 
county without the city limits. Properties 
consist of eight gas companies, two elec- 
tric companies and one combination gas 
and electric company. All told, conserva- 
tive valuations give the various properties 
involved a value in excess of 425 millions. 

The two electric subsidiaries, New 
York Edison Co. and United Electric 
Light and Power Co., are given a valua- 
tion of approximately 220 millions. Val- 
uation figures given are derived from 
court decisions and opinions of the local 
Public Service Commission. New York 
Edison Co. is its principal subsidiary and 
is controlled by a 100% stock ownership. 
With three exceptions, subsidiary com- 
panies are controlled by more than 99% 
stock ownership, while these companies in 
turn control smaller companies. There 
has been little controversy over electric 
rates, but charges for gas have been sub- 
jected to one of the most bitter legal 
fights ever witnessed. 

Both gas and electric producing proper- 
ties are ideally located in the respect that 
they operate in what is perhaps the most 
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Earned a share on capital stock... . 


* Deficit before dividends. 





CONSOLIDATED GAS EARNINGS 
1918 1919 1920 1921 
ee Rew GiiRees, «5 cscsccceveawl $5,702,401 $4,112,440 $1,308,677 *$2,979,537 
EET 6,994,794 7,021,796 7,000,000 7,000,000 
Deficit after dividends. .........$1,292,393 $2,909,357 $5,691,323 $9,979,587 
5.71% 4.11% 2S1% 8 ccc 


Note: Statements made on the basis of sales under the “Eighty-Cent Gas Law” de- 
clared invalid in 1922. Subsequently about $13,000,000 impounded being difference between 
that price and higher rate was received by the company. 
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congested territory in this country from 
the viewpoint of population. Growth of 
population has been going ahead by leaps 
and bounds, though demand for electricity 
is gaining much faster than the gas sales. 


The Political Situation 


Both gas and electric rates are now 
under the supervision of the state Public 
Service Commission. Statement by the 
new Governor who, on taking office at the 
first of the year, advocated “home rule” 
or municipal control of public utility com- 
panies engendering fear of rate reduc- 
tions, has thrown the monkey-wrench into 
the machinery in this case. 

To properly understand the situation, it 
must be borne in mind that the munici- 
pality and the company for years have 
been at loggerheads over the question of 
rates. If the municipal authorities were 
permitted to supervise and make rates or 
do so through a commission, the company 
might find itself in a sorry plight. But 
here again, the decision in the Eighty-cent 
gas case would probably be a factor sub- 
jecting the matter to another long legal 
controversy. Discussion of this phase of 
the- matter seems premature until such 
time as the situation is clarified to the ex- 
tent some definite action is taken toward 
rate regulation by municipalities. 

Governor Smith in his inaugural ad- 
dress advocating “home rule” for cities, 
said: “The Public Service Commission is 
merely an agency of the state for exercise 
of police power. There is no reason why 
the state should not select a municipality 
as its agent. Not only do I believe that 
all jurisdiction over the construction of 
rapid transit railroads should be given to 


























1920 1921 1922 
Net for dividends. ..........+-+ee0ee00: $6,234,299 $10,329,752 *$13,000,000 
-Dividends paid ......--ss-seecseeeceeee 4,677,428 5,163,856 *7,806,717 
Added to surplus...........- .. + $1,556,871 $5,165,896 *$5,293,283 


* Estimated. 
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al authorities, but I also believe they 
hould have delegated to them the 
tate’s police power of control over all 
uublic service corporations operating 
within their corporate limits.” 
However, whether Governor Smith's 
uggestions will be enacted into law by a 
tepublican majority is another matter. To 
he investor interested in the company’s 
ecurities, it is a factor to be reckoned 
vith, but consummation of the implied 
hreat seems a long way off, if it ever does 
aterialize. 


Property Investment and Rates 


Property investment and valuation have 
lways been the prime considerations in 
letermining rates. Rate of return must 
aturally be governed by the investment 
with due allowance for depreciation. In 
this respect, the company appears to be in 
1 very strong position. Any proposal to 
have the city purchase the properties 
would find the company in equally strong 
position. Roughy, taking the value of the 
properties at 425 millions (derived from 
court and Public Service Commission de- 
cisions), deducting approximately 110 
nillions bonds of subsidiary companies, 
would leave 315 millions of property val- 
‘ation applicable to preferred and common 
tocks of Consolidated Gas Co. Deduct- 
ng the 15 millions preferred stock at par 
vould leave 300 millions property valua- 
ion available for the 3 million shares of 
ommon (no par) stock. Estimate does 
ot take into account current assets or 
liabilities which would bring the valuation 
o a slightly higher figure. This is, of 
ourse, theoretical, but furnishes a fair 
dea of the asset value behind the common 
tock. 

Summing up the political situation as it 
ffects the company, it would seem that 
mplied threat of lower rates out of pro- 
ortion to operating costs is still too far 
n the distance to be a vital factor at this 
ime. 

What is of more importance at the 
resent time is the recent recapitalization 
lan and its possible effect upon earnings 

share on the new common (no par 
alue) stock. 


The Recapitalization Plan 

Stock dividends and _ recapitalizations 
iave been legion of late; some have been 
ustified as bringing capitalization more 
n line with earning power and assets, but 
till many more seem to be unwise and 
ot justified. In the case of Consolidated 
ras Co. the recapitalization seems entirely 
ustified, as for a long time it has been 
recognized that the company was under- 
capitalized. 
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In a few words, in place of its former 
100 millions stock of one class, or 1,250,- 
000 shares of $100 par value, the company 
has substituted 15 million 6% cumulative 
participating preferred stock, par value 
$50, and 3 million shares of common (no 
par value) stock. 

Holders of the old stock received tro 
shares of the new common stock in ex- 
change for the old stock and had the privi- 
lege of subscribing to additional stock to 
the extent of 20% of their holdings. Asa 
result of the sale of this and the preferred 
stock, 40 millions in cash will be realized, 
half of which is to be used to pay off an 
issue of 7% notes maturing December 1, 
1922. The balance provides working 
capital to finance additions and extensions. 

The new preferred stock in addition to 
6% will participate in any dividend above 
$4 a share paid annually on the common 
at the rate of 5 cents a share annually for 
each $1 above $4 per annum on the com- 
mon. As a preferred stock, this issue is 
entitled to a high rating. 


The Dividend Question 


The dividend question in respect to the 
new common shares is of paramount im- 
portance. No announcement or intimation 
has yet been given as to what rate will be 
paid on the new no par value shares., It 
is believed that initial quarterly payment 
of $1 a share will be made late in January 
or early in February. This would be at 


an annual rate of $4 a share. On the 
basis of two shares for one of the old 
would give the shareholder the same re- 
turn as on the old stock, which paid $8 
annually prior to the recapitalization. 

But it is not expected that dividend 
policy will be settled at the meeting to be 
held within a few weeks. Belief that the 
board of directors has better things in 
store for the stockholder seems well 
founded and those well informed in its 
affairs look forward to a $5 annual rate 
on the common this spring or summer, 
with possibilities of a $6 annual rate late 
this year or early in 1924, barring no un- 
toward circumstances which will disturb 
earning power. 

Assuming that the present gas rate is 
not disturbed, there is every indication 
that Consolidated Gas Co. could easily 
afford to pay either $5 or $6 annually on 
the new common stock. Estimates of 
what the 1922 annual report will show are 
lacking and cannot now be made with any 
degree of accuracy, but it has been stated 
semi-officially that last year will probably 
be the best in its history. 


Current Earnings 


With gas rates changing as they have 
and no fixed rate over a period available, 
it is impossible to estimate earnings at 
the present time. Income from sub- 
sidiaries is fixed, as the company takes 
into the income account only that revenue 
received from allied companies in the 
form of dividends or interest. Thus, while 
New York Edison Co. in 1922 is estimated 
to have earned 13 millions available for 
dividends, Consolidated Gas will insert in 
its income account only the 7.8 millions 
paid to it as dividends. Owning all the 
capital stock, the parent has an additional 
equity of 5.2 millions in its subsidiary. 
Here lies the real secret of the earning 
power of the parent company, which is 

(Please turn to page 552) 
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General Asphalt Co. 





Asphalt’s Present Position 


Is the Common Attractive at $45? 
By W. M. GEOFFREY 


BITTER disappointment to those 

who purchased the stock when it 

sold up in the hundreds has been 
the career of the General Asphalt Co. 
since that time. Not only has the corpo- 
ration’s oil investment in South American 
fields failed to bolster up the company’s 
results; but the corporation’s original 
trade lines—asphalt and asphaltic prod- 
ucts—have suffered a _ serious setback. 
The contrast becomes more striking when 
it is noted that, whereas a little short of 
three years ago the company’s admirers 
spent their time guessing how large a bal- 
ance Asphalt would be able to show for 
its common stock, their energies are now 
devoted to figuring whether it will be able 
to earn any balance at all. 

All of which does not, as might be pre- 
sumed, reflect any discredit on the oper- 
ators of the Asphalt properties. A study 
of the official statements of the corpora- 
tion in recent years yields nothing to give 
cause for the rampant optimism with 
which the company’s affairs were viewed. 
On the contrary, besides maintaining their 
policy of publishing detailed annual re- 
ports, capable of little misinterpretation, 
the company’s officials have confined 
themselves strictly to the conservative 
facts in their statements. The extraordi- 
nary inflation in Asphalt shares, which 


drove them from 39 to 160 in 1920, can 
only be attributed to blind speculation, 
conducted without regard for the com- 
pany’s actual position and prospects. 

Today, Asphalt common sells slightly 
below 50. The 5% cumulative preferred, 
which once sold as high as 240 (on the 
Philadelphia Board in 1920) is now on a 
6.25% basis at $80 per share. The loose 
talk about the company’s position has to- 
tally subsided, and the shares are com- 
paratively inactive. 


Company’s Products 


Putting the company’s activities into as 
few words as possible, they may be said 
to comprise: The production of asphalt; 
the paving of public highways, under con- 
tract; the manufacture of a varied assort- 
ment of asphaltic products; the develop- 
ment, partially on a basis of affiliation 
with Royal Dutch-Shell interests, of large 
and reasonably promising petroleum prop- 
erties on the island of Trinidad and in the 
South American state of Venezuela. 

The company’s asphalt production has 
been its chief field of operations and its 
chief source of income since its organi- 
zation. An attached chart shows how 
large a part of the company’s total sales 
has come from this department. The as- 
phalt is produced, in part, on the com- 
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General Asphalt’s chief operation in former years, which it has endeavored to 
supplant with more stable manufacture of asphalt products 
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pany’s concession (from the British Gov- 
ernment) of the famous asphalt lake in 
the Island of Trinidad—a great basin, 
covering an area of some 114 acres, bor- 
dered by low-lying hills; and, in part, 
from adjacent lands some 3,000 acres in 
area, containing some overflow from the 
lake. Also, in the State of Sucre, Vene- 
zuela, the company owns in fee simple 
some: 11,000 acres of land, including the 
Bermudez Asphalt Lake, which itself con- 
tains some 1,100 acres of asphalt about 
6 feet in depth. 

From its sales of asphalt, the General 
Asphalt Corporation has obtained a total 
of over 96 millions in the ten years to 
1922, or an average of $9,665,000 annual- 
ly. Its total sales have averaged 128 
millions. Thus, over the ten-year period 
specified, a full 75% of Asphalt’s income 
has been derived from the sale of this 
natural product. 

The remainder of the company’s total 
revenues has sprung from (1) paving of 
public highways and (2) manufacture and 
sale of miscellaneous products. And 
thereby hangs a tale. 

As a glance at the chart will show, the 
company’s paving business declined heavi- 
ly in the period from 1912-1919. Mean- 
while, its “miscellaneous” business grew 
steadily. In 1916, the latter department 
got ahead of the paving end for the first 
time; and in 1919 it totaled 14% of total 
revenues, whereas the paving business 
only provided a little over 3% of the 
gross. 

This development reflected the efforts 
of the management of the corporation to 
relieve it of the comparatively unattrac- 
tive road-paving business in favor of the 
more profitable manufacture and sale of 
asphaltic products. Of the latter, the com- 
pany had devised numerous varieties. 
There were waterproofing asphalts, paints 
and fabrics; roofing asphalts; asphalt- 

(Please turn to page 547) 
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Union Tank Car Co. 

















Union Tank in Graphics 
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HERE was a time when Union Tank 

appeared to be in a dubious posi- 

tion, both industrially and financial- 
ly. Early in 1920—and before the recon- 
struction break had occurred in the 
commodities market—the company had 
sold $12,000,000 7% preferred stock and 
utilized the proceeds in acquisition of 
tank cars. Later on, additional financing 
was done, this time in the shape of 10- 
year 7% notes, of which 12.5 millions 
were sold. 


At the time this equipment financing 
was done, the cost of building tank cars 
was in the neighborhood of $3,500, or 
350% of the pre-war, normal price. 


The Reconstruction Smash 


After completion of the financing, the 
break in industry, which American 
business will not soon forget, occurred. 
It smashed prices in the oil industry on 
the same scale as elsewhere. The result 
was that Union Tank, after just complet- 
ing its most ambitious building program, 
saw an enormous contraction of its busi- 
ness and the earning power of its equip- 
ment. The financial result is brought out 
in the accompanying grahps which show, 
among other things, that working capital 
in 1921 was reduced to one-fifth of its 
previous level and that, for the first time 
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The Corporation’s Record 
By PERRY A. EMERSON 


in eight years, the year’s operations cul- 
minated in a reduction of the total sur- 
plus, rather than an addition to it. 


Improvement in 1922 


Since the events above referred to took 
place, however, a sweeping change for the 
better has occurred in the company’s 
field. At the beginning of 1922, the com- 
pany had a string of freight cars miles 
in length standing idle and waiting for 
trade. Before the first six months was 
up, redeveloped demand put a large per- 
centage of this idle capacity on the main 
lines. (The corporation operated at an 
average of about 50% of capacity in the 
first half of 1922). Company was able to 
obtain net earnings during this half-year 
period of more than 1.3 millions, or nearly 
65% of the net earnings for the entire 
year 1921. Its net profit after taxes and 
depreciation represented the equivalent of 
$10.27 per share on the 7% preferred, and 
$6.77 per share on the common. 


Progress in Last-Half 


In the last six months of 1922, accord- 
ing to those who keep in close touch with 
Union Tank’s affairs, the company did a 
phenomenal business. All its 29,000 cars 
were at work throughout the period, and 
yet demand was far in excess of capacity. 
In fact, demands made on Union Tank’s 
existing equipment was great enough to 
lead the management to let contracts for 
3,000 additional tank cars early in Decem- 
ber, making the second largest order (in 
number of cars) to be placed by the com- 
pany in its history. Nor did the railroad 
strike hamper the company. On the con- 
trary, it operated to its benefit. Union 
Tank’s cars are rented on a basis whereby 
the lessee pays the charge per car per day 
while under load; and delays in reaching 
destination, such as those experienced dur- 
ing the strike, simply add to the earnings 
of each active unit. 

While not inclined to set too exact an 
estimate upon the corporation’s financial 
results during the second half-year pe- 
riod, it is believed that Union Tank will 
be able to show at least 50% more than 
in the first half. This would bring earn- 
ings on the common shares for the entire 
year up to more than $12 per share, 
against the current dividend rate of $7. 


The Company’s Trade Position 


As the largest owner and operator of 
tank cars, and the only former Standard 
Oil unit exclusively engaged in this de- 
partment, the company is in a position to 
schedule the probable demands on its ca- 
pacity well in advance of operations. For 
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that reason, Union Tank’s action in so 
largely increasing its equipment is be- 
lieved to presage an active market far 
well into 1923. 

Should this be the case, the company’s 
action in more than doubling its equip- 
ment since 1919, and nearly trebling its 
capitalization (which has increased from 
$12,000,000 to $33,012,000 in the period), 
would appear fully justified. 


Conclusion 


A show of conservatism is maintained 
in some quarters with regard to the com- 
pany’s long future, on grounds that appear 
sufficiently interesting to deserve note 
here. The railroads, of course, are limit- 
ed as to earnings. As common carriers, 
they also operate under other restrictions. 
Union Tank, on the contrary, has no such 
handicaps. The conservatism specified is 
based on doubts held as to how long this 
apparent inequality, in the oil corpora- 
tion’s favor, will continue to exist. 

Union Tank 7% preferred selling at 
109, to yield about 6.60%, seems a rea- 
sonably attractive issue. 

The values Lehind the common 
stock are also large, and the issue at 
current prices of about 85 appears to 
be in a strong investment position. 
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The Case For and Against Higher 
Discount Rates 


some weeks 

past there has 

been an uneasy 
feeling in a _ good 
many circles to the 
effect that there was 
some ground for demanding” an advance 
in discount rates in the Federal Reserve 
System. Already there are two parties 
in the financial community, one favoring 
higher rates, the other favoring the main- 
tenance of the present rates. Some pre- 
dict an early advance, others are evidently 
determined to prevent it. Nobody can cer- 
tainly predict what will happen with po- 
litical conditions as they are at present. 
What is. certain is that a condition has 
arrived in the money market which makes 
an alteration of rates desirable and pushes 
the question forward in a way that makes 
it inevitable to pass upon the issue, one 
way or -the other. 


OR 





Present Rate Situation 

At the present time the rates of the 
Federal Reserve System are either 4 or 
4Y%4%-4% in New York, Boston and San 
Francisco, 41%4% in all others. The dif- 
ferential of 4 of 1% is supposed to rep- 
resent the slightly different market con- 
ditions existing in certain centers. These 
rates have prevailed ever since about six 
or eight months ago. Why should they 
be changed? A glance at a chart showing 
interest and discount rates in the market 
answers this question sufficiently. Dur- 
ing the early part of 1922, market rates 
were approximately the same as those of 
the Federal Reserve System. They are 
now decidedly above them. When call 
money for instance goes up to, say, 5% 
while the rate at the Federal Reserve 
Bank of New York is 4%, member banks 
are prone to take to the Federal Reserve 
Bank of New York perfectly eligible pa- 
per which they are holding, or else Gov- 
ernment securities which they would not 
otherwise have offered there. They dis- 
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count, let us say, $10,000 of this paper at 
4%—gross cost $400, and then relend the 
proceeds—$9,600—in the cail market at 
say 5%;—profit $80. The amount seems 
small when the unit of loan is small in 
this way; but it should be noted that, in 
thus skimming off 1%, there is a profit 
of 20% on the original 4% paid as dis- 
count. 

The same situation is likely to develop 
in commercial dealings. Suppose that the 
bank in question is pretty well “loaned 
up,” so that in order to enlarge its “lines” 
it must get more funds from somewhere: 
A local business man sees an opportunity 
to buy raw material at what he thinks is 
a pretty reasonable price. He wants his 
bank to provide the funds and he offers 
to secure the bank with the material. 
There will be no object for the bank to 
make any such loan unless the business 
man is willing to give a rate that is dis- 
tinctly higher than the reserve bank rate. 
If he will do that, there is profit in sight, 
and the bank is likely to go after this 
profit without regard to the question 
whether it is a good thing for the com- 
munity to have raw material bought up 


in this way and held idle. That is the be- 


ginning of inflation. 
Effect of Higher Rates 


Suppose now the reserve bank raises its 
rate. It tends to eliminate the differen- 
tial which otherwise would induce the 
member bank to proceed with loans of 
the type already described, but in addition 
to that, it holds out a signal of warning 
to the community. It cautions the com- 
munity that further lendings are going 
to cost more, and this has a wholesome 
effect upon every bank that is either 
“loaned up” or approaching that condition. 
The question whether rates ought to be 
raised in this way or not depends upon 
the interpretation of banking policy that 
is adopted. 

The British theory, pursued by the 
Bank of England for long years, was that 
of fixing a rate slightly ahead of the pre- 
vailing market rate and then charging 


that same rate for all accommodations 
that were asked for. If, only a limited 
volume of business came iato the bank 


it would go out into the open marker and 
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tablished in such dealings. This 
te .would be practically on a 
rity with the actual competitive rate 
isting in the open market. Now is 
e Federal Reserve rate the same as 
tne Bank of England’s official rate or 
es it conform to the private rate? 
1ere is no definite answer on this point. 
let it be noted, however, that neither 
e Bank of England nor any other cen- 
il bank is long in the habit of under- 
tting the market and making rates that 
e cheaper than any other lender will 
ake. A system that does that for a 
od while is headed for disaster. From 
hichever standpoint, then, the Federal 
serve rates are viewed, it is evident that 
advance is called for, whether by strict 
eory, or by European practice. 


Case Against Advance 


What is the case against the advance 
t the present time? Many members of 
‘ongress, and others indeed, are laboring 
nder the impression that low rates at re- 
erve banks mean low rates in the mar- 
et. During the past year or two, poli- 
icians have often rebuked reserve banks 
vecause the farmer had to pay so high for 
iis funds. The truth in such cases usual- 
ly was that the local bank was charging 
the farmer the legal rate of interest, per- 
aps as high as 10%, while the reserve 
ank was charging the local bank the offi- 
ial rate, say, 5 or 6%, the difference go- 
ng to the local bank as profit. Neverthe- 
less, the rank and file of borrowers 
throughout the country think that com- 
petition in some way transfers the effect 
of low reserve bank rates to them. This 
is true only where a highly competitive 
ypen money market exists, as is the case 
in New York. it is not true anywhere 
Ise. . Those who oppose high rates also 
urge that the effect of high reserve bank 
rates is to discourage borrowers and to 
tive the impression that a high level of 
rates is normal or natural, so that as a 
result rates that would otherwise be 
lower are “boosted.” Still others are of 
the opinion that high reserve bank rates 
ire to be objected to because they tend 
o influence security prices adversely. 


Government Attitude 


It is this latter point that gives rise to 
me of the strongest influences in opposi- 
ion to higher rates. During the war, it 
vas found that the Treasury Department 
ould float bonds much more cheaply 
vhen reserve banks were low, because 
hen borrowers could carry their bonds 
it reserve banks without cost. This de- 
sire of the Treasury for low rates has 
ilways been maintained ever since, be- 
cause of the belief that such rates helped 
finance the Government very cheaply. 

In this respect the Department is un- 
loubtedly correct, but such cheap financ- 
ing is obtained at a very high cost to the 
community, because of the excessive vol- 
ume of creuit which is thus created. This 
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from the rediscount- 
with Govern- 


bank credit comes 
ing of notes collateraled 
ment bonds at reserve banks. The banks 
are not now the holders of very great 
quantities of any such notes, but member 
banks know that whenever they wish to 
do so, they can get accommodation there 
at a rate less than that borne by Gov- 
ernment obligations, and this has an im- 
portant effect upon the attitude of a bank 
which is asked to subscribe for Govern- 
ment obligations. The member banks of 
the country now have probably $3,000,- 
000,000 or $3,500,000,000 in Government 
bonds, and of course their willingness to 
carry such bonds on behalf of their cus- 
tomers at low figures is very directly in- 
fluenced by the question whether they can 
or cannot reimburse themselves as_ they 
see fit by borrowing at reserve banks. It 
is, therefore, quite natural, and easily 
explainable that Government financiers, 
with their eyes fixed chiefly upon the 
problem of floating their loans, should be 
inclined against higher rates. At all 
events, the facts are that ever since the 
Federal reserve system was formed, the 
influence of the Government and of the 
Treasury has been uniformly and con- 


sistently opposed to the raising of 
rates. 


Interest of Banks 


Off-hand, it would seem as if the mem- 
ber bank should be best served by low 
rates of discount. As a matter of fact, 
the case is quite the reverse. Member 
banks do not discount at a loss; they pass 
on the rate of rediscount to their cus- 
tomers, unless their rates are already so 
high that changes in the reserve rate are 
not of much importance. Very low rates 
result in great expansion, with price fluc- 
tuations and resulting danger to the 
soundness of banking credit. This is al- 
ways a source of risk. The banker wise- 
ly wishes to see the rate at the Federal 
Reserve Bank roughly corresponding to 
the rate charged for the similar kind of 
credit in the open market with the ten- 
dency to a slightly higher level. This is 
the policy which has been worked out as 
the result of experience over long years 
in European countries, and which has 
been shown to be the best for the com- 
munity in the large and best for the banks 
as a whole. Speculative banks may skim 
off a profit here or there as a result of 
low rates, but they are likely to suffer 
many times over before the end of the low- 
rate period comes. They profit very dearly 
from this kind of commission business. 
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Test of Strength Coming in Reserve 
System 


Washington, January 10, 1923. 


ROBABLY the most interesting 
P banking news that has developed 

here for a long time was the an- 
nouncement on January 6 that Governor 
W. P. G. Harding, formerly of the Fed- 
eral Reserve Board, had been elected gov- 
ernor of the Federal Reserve Bank of 
3oston, Mass. Mr. Harding is to take 
office on January 15, succeeding Governor 
Morss who has held the office for the past 
four years. Mr. Harding will be the third 
governor of the Federal Reserve Bank 
of Boston, the place having first been held 
by Mr. Alfred Aiken who resigned to 
become the head of a large member bank 
in Boston. 


The Challenge to the Farm Bloc 


Governor Harding’s selection to suc- 
ceed Governor Morss is not only inter- 
esting in itself but is of large political 
significance because it is in the nature of 
a direct challenge to the farm bloc. The 
members of that organization have for 
some weeks past felt that they had quite 
effectually succeeded in excluding Gover- 
nor Harding from the Federal Reserve 
System. Believing that President Hard- 
ing had definitely yielded to them and 
would not reappoint the Governor, they 
had counted on his exclusion from Fed- 
eral Reserve affairs; and, although it had 
been apparent that he would probably go 
inte the employ of some large member 


bank, that would not necessarily have 
given him any direct influence. Now it 
appears that he becomes the Governor of 
one of the largest Federal Reserve Banks 
as well as one which is situated in a dis- 
trict where the farm bloc has only a very 
meager influence. Governor Harding's 
appointment and salary of $24,000 per an- 
num has of course been approved by the 
Federal Reserve Board, just as is neces- 
sary in the case of all other appointments 
in the case of Federal Reserve Banks. It 
will, therefore, be extremely difficult for 
the farm bloc to dislodge him, since they 
cannot open fire through the member 
banks in the Boston district nor can they 
easily get the Reserve Board to rescind 
what it has already done. Apparently the 
Governor is thus in the System to stay,— 
a fact which is keenly appreciated by 
members of the farm bloc. 


. 
Future Possibilities 


This situation opens some interesting 
future possibilities. As is well known, the 
banks in the agricultural regions such as 
Dallas, Atlanta, Kansas City and Min- 
neapolis, are not able to take care of the 
calls of their customers during periods of 
peak demand. They have to call for re- 
discount accommodation from other Re- 
serve Banks. When they do this, the 
Board usually orders the other Resetve 
Banks to rediscount for agricultural Re- 

(Please turn to page 556) 
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Commercial Borrowers More 
Dependent on Federal Reserve 


Seasonal Reaction in Money—Activity of Deposit 
Credits Continues—Foreign Values Still Uncertain 


MPORTANT developments in the 
I credit and banking situation have un- 

doubtedly taken place at the close of 
the year 1922 and the turn to the New 
Year. Among these, are conspicuously to 
be noted a drift toward higher cost of 
money, coupled with greater activity in 
the use of deposit credits and a generally 
greater degree of intensity in the demand 
for goods. Foreign conditions have been 
peculiarly disturbed, with the result that 
comparatively little change has taken 
place in foreign exchange indexes; while, 
on the whole, the movement, so far as 
any is perceptible, is somewhat downward. 


“Slack” in Credit Taken Up 


There seems but little field for doubt 
today that the slack in credit-granting 
facilities of commercial banks has been 
pretty well taken up, and that in future 
such change as takes place will be a 
change in the direction of heavier reliance 
upon Federal reserve banks whenever 
business expands. Computing the total 
expansion of member bank deposits dur- 
ing the past year as about 2 billions 
it is evident that a good many institutions 
are now at a point where, in order to loan 
more heavily, they will be obliged to get 
assistance from Reserve Banks. This 
means that the Reserve Bank rate is likely 
once more to be a factor in the control 
and regulation of business. The situation 
is one which makes for rather higher 


rates of interest, although, just after the 


‘turn of the year, there has been the usual 


January easing of money in the invest- 
ment market, with a cut in rates for call 
funds to an average of, say, 414% with 
time money down to approximately the 
same level. 


Situation as to Commercial Paper 


The business man is being amply taken 
care of by his bank, and while the ad- 
vance in commercial paper has been no- 
ticeable, it has not been as pronounced as 
in other lines. The total amount of such 
paper afloat in the open market has, how- 
ever, tended to fall off slightly toward the 
end of the year, and as in the investment 
field, rather easier conditions of money 
have set in. With reserve rates as low as 
they are now for bona fide commercial 
paper, and for rediscount, there is no 
reason why actual short-term borrowing 
should become much more expensive in 
the near future. It would seem, therefore, 
that business is in a much better position 
than the investment or securities market 
to get what it needs from reserve insti- 
tutions. 


Foreign Conditions More Difficult 


It continues true that foreign conditions 
are, if anything, more difficult than here- 
tofore; and that, so far as trade with 
Europe is concerned, American banks are 
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as reluctant to make advances as at ar 

time in the past. Foreign exchange in- 
dexes have decidedly hesitated during tl 

past few weeks, because of the unsatis- 
factory condition of the reparations dis- 
cussion in Europe. The upward movement 
of sterling which had been so promising 
about the middle of December, has thus 
been arrested, and its place has been taken 
by the tendency to depression in Continen- 
tal exchanges which is now in evidenc 

At the same time, sterling has shown a 
disposition to await further developments 
and meanwhile to recede slightly. For- 
eign exchange indexes give but little en- 
couragement to the present prospects of 
stabilization, and analyses of figures re- 
lating to the trade and exchange of 
various foreign countries are equally 
lacking in reassurance. 


Seasonal Activity of Credit 


The unprecedentedly large holiday tra: 
naturally gave an impetus to the use « 
credit in the financial centers and led | 
some modification of the seasonal d 
which usually takes place during Decem- 
ber in debits to individual deposit account 
This, however, hardly offsets the natura! 
downward movement which is produce: 
by relative slackness of wholesale trade : 
the year-end. The diagram showing 
activity of debits to bank account must 
therefore, be taken as affording evidenc 
that fairly well-continued demand for 
goods sustained upon a level of that oi 
1921-22, but not pointing to any new or 
remarkable expansion ih the turnover of 
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distributing agency. There is 
1e indication that the unusual 
il business of December was 
ier the outgrowth of full em- 
yment at high wages, resulting in a 
liberal holiday expenditure than 

a quickened condition of general busi- 

s pointing to renewed or more pros- 
pe ous prospects in the future. 
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Inflationary Prospects 


iflationary banking prospects are vis- 
, and the question how far they will 
and how difficult the business will 
efore find it to obtain normal accom- 
lation at the banks, as well as the 
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problem how much of an increase in the 
volume of capital engaged in business will 
actually be required, remains to be ascer- 
tained. Coincident with the tightening of 
the slack in credit, with the tendency of 
rates to move upward, and with the drift 
toward a more active use of existing 
deposit credit, should go closer scrutiny 
of business resources, effort to hold down 
in anything that involves hasty or too 
rapid expansion, and refusal to believe in 
the return of an era of fabulously high 
profits and unusual turnover in business. 





‘OME important rulings relating to 
“) banking have been handed down 
within the recent past beth by Con- 
ss and as a result of administrative 
ilation. Among the latter is the de- 
cision of the Federal Reserve Board 
adening the power of cooperative mar- 
ing associations in making acceptances 
ning up to six months. Although this 
ulation has been fully described in 
rent dispatches and in the newspapers, 
actual official circular on the subject 
s only recently become available and is 
follows : 


I. General Statutory Provisions 


Section 14 of the Federal reserve act 
vides that Federal reserve banks un- 
rules and regulations to be prescribed 
the Federal Reserve Board may pur- 
ise and sell in the open market, at 
me or abroad, from or to domestic 
foreign banks, firms, corporations, or 
lividuals, bankers’ acceptances, and bills 
exchange of the kinds and maturities 
ide eligible by the act for rediscount, 
th or without the indorsement of a 
mber bank. 


[I. General Character of Bills and 
Acceptances Eligible 


The Federal Reserve Board, exercis- 

its statutory right to regulate the 
rchase of bills of exchange and accep- 
ices, has determined that a bill of ex- 
inge or acceptance, to be eligible for 
rchase by Federal reserve banks under 
is provision of section 14, must have 
n accepted by the drawee prior to such 
rchase unless it is either accompanied 
secured by shipping documents or by 
rehouse, terminal, or other similar re- 
pt conveying security title or bears a 
tisfactory banking indorsement, and 
ust conform to the relative require- 











nts of Regulation A, except that— 

(a) A banker’s acceptance growing out 
a transaction involving the importation 
exportation of goods may be purchased 
it has maturity not in excess of six 
mths, exclusive of days of grace, pro- 
ded that it conforms in other respects 
the relative requirements of 
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(b) A banker’s acceptance growing out 
of a transaction involving the storage 
within the United States of goods actual- 
ly under contract for sale and not yet de- 
livered or paid for may be purchased, 
provided that the acceptor is secured by 
the pledge of such goods; and provided 
further, that the acceptance conforms in 
other respects to the relative require- 
ments of Regulation A; and 

(c) A banker’s acceptance drawn by a 
grower, or by a cooperative marketing 
association composed exclusively of grow- 
ers, of non-perishable, readily marketable, 
staple agricultural products, to finance the 
orderly marketing of such products grown 
by such grower or growers and secured 
at the time of acceptance by a warehouse, 
terminal, or other similar receipt, issued 
by a party independent of the borrower 
and conveying security title to such prod- 
ucts, may be purchased if it has a maturi- 
ty at the time of purchase not in excess 
of six months, exclusive of days of grace; 
provided, that the acceptor remains se- 
cured throughout the life of the accep- 
tance, and that the acceptance conforms 
in other respects to the relevant require- 
ments of Regulation A. 


ITI. 


A bill of exchange, unless indorsed by 
a member bank, is not eligible for pur- 
chase until a satisfactory statement has 
been furnished of the financial condition 
of one or more of the parties thereto. 

A banker’s acceptance, unless accepted 
or indorsed by a member bank, is not 
eligible for purchase until the acceptor 
has furnished a satisfactory statement of 
its financial condition in form to be ap- 
proved by the Federal reserve bank and 
has agreed in writing with a Federal re- 
serve bank to inform it upon request con- 
cerning the transaction underlying the 
acceptance. 


Statements 


Allowed to Act in Fiduciary Capaci- 
ties Upheld 


In an important decision the Superior 
Court of Pennsylvania has upheld the 
right of national banks to act in a fidu- 
ciary capacity in that state. This decision 
was handed down in the case of “Estate 
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of Edna Frisbie Turner” and came 
before the Superior Court in the 
form of an appeal raising the ques- 
tion whether a national bank had 
a right to act as a fiduciary. Approval 
having been denied in the lower court on 
the ground that federal legislation con- 
ferring these fiduciary powers was in 
“contravention of the law and established 
practice of this Commonwealth.” 

In ruling upon this matter, the Court 
holds that “it was for Congress to deter- 
mine whether the details of corporate 
management prescribed by it were better 
adapted for the exercise of the plenary 
Federal power than other methods 
of corporate administration effective in 
the States, but its provisions for the con- 
duct of business or the administration in 
insolvency, though different from the 
State system, cannot be regarded as in 
contravention of State law....” This 
decision is reached after a full considera- 
tion of the Federal Reserve Act and the 
de-ision of the Supreme Court of the 
United States in which it was held that 
whenever the laws of a state authorize or 
permit the exercise of fiduciary powers 
by state institutions, such powers may be 
exercised by national banks. The lower 
court had ruled against the right of na- 
tional banks on the ground that various 
technical details of difference existed be- 
tween state and federal legislation, but 
the Superior Court holds these of no 
effect, and has consequently sustained the 
right of national banks to act in a fidu- 
ciary capacity. 
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Right to Charge Off Forged Check 


An interesting opinion rendered by the 
United States Circuit Court of Appeals 
in the case of Closter National Bank vs. 
Federal Reserve Bank of New York, has 
upheld the right of the Federal Reserve 
3ank to charge to a member the amount 
of a check which had been returned be- 
cause of forgery. In this case the Re- 
serve Bank received from the Closter Na- 
tional Bank a check on the Treasurer of 
the United States which was credited and 
forwarded for payment. Over a year 
later the Federal Reserve Bank was in- 
formed that the check was a forgery 
and thereupon the amount was charged 
against the Closter National Bank which 
sued to recover the amount 

The present decision holds that 
terms of the collection agreements 
tween the Federal Reserve Bank and the 
member bank are contained in the circu- 
lar letter relating to this subject issued 
by the Federal Reserve Bank, and that 
under such letter the Reserve Bank is at 
any time able to charge back the amount 
of the check. This is significant not only 
because of the bearing that it has upon 
the actual process of collection but also 
because of the position taken that the 
Federal Reserve Bank circular letter when 
accepted by the member constitutes a con- 
tract between the two the 
process of collection and that in disputes 
its terms will necessarily govern. 

(Please turn to page 506) 
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Industrial Securities 


AMERICAN AGRICULTURAL 
CHEMICAL 


Switch to Preferred Advised 

What are the dividend prospects of Ameri- 
can Agricultural Chemical common?—T. A. L., 
Flint, Mich. 

American Agricultural Chemical Com- 
pany, as was the case with all fertilizer 
companies, had to take a very heavy loss 
through depreciation in inventory and un- 
collectible accounts in the deflation pe- 
riod. As a result, in the year ending June 
30th, 1921, the company suffered a loss of 
14 millions and in the year ending June 
30th, 1922, a loss of $1,124,000. In 1921 
a 30 million bond issue was put out and 
as a result of the funds raised by this 
issue the company is now in strong finan- 
cial condition with a working capital of 
around 47 millions. 

At the present time the outlook is for 
improvement and in the current year it is 
anticipated that a fair profit will be shown. 
However, dividends on the common stock 
are not very close at hand for the reason 
that nothing is being paid on the pre- 
ferred at the present time and back divi- 
dends amount to about 11%, which will 
have to be paid off before the 


We regard the stock at present levels 
of 29 as an attractive speculation for the 
long pull. Of course, should the market 
take a definite downward trend the stock 
may react as good stocks go down with 
the poorer ones when the trend is down, 
but if you are prepared to disregard cur- 
rent fluctuations we feel this commitment 
will ultimately work out satisfactorily. 
The capitalization of the company is small 
and with an expanding business earnings 
in the next few years may work out high- 
ly favorable to stockholders. 





CONSOLIDATED TEXTILE 
New Management 


What is your opinion of Consolidated Tez- 
tile? I am looking for a low-priced stock that 
has a good chance of going higher if held for 
the long pull.—H. M. L., Minneapolis, Minn. 


We are favorably inclined towards Con- 
solidated Textile stock as a long-pull spec- 
ulation. This company has a large in- 
ventory on hand and the advance in the 
price of cotton and cotton textile has been 
a favorable development. Another very 
favorable development has been the as- 
sumption of management by the same peo- 


ple that are managing American Wook 
In view of the fact that the stock is se'l- 
ing not far from its low levels, we re- 
gard it as attractive for the long pull. 





A FEW SWITCHES 
To Increase Income 


I am inclosing a list of securities whici | 
would appreciate your looking over with 
idea of offering suggestions as to switc 
which would increase the income with 
assuming an undue degree of risk.—H. O. | 
Scattle, Wash, 

In order to increase the yield of tix 
holdings submitted, we are pleased to su 
gest the following switches: 

Chicago Gas, Light & Coke 
Public Service Corp. of N. 
1959, price 84, yield 6.117. 

U. S. Steel 5s into Intl. Paper Ist 
due 1947, price 88, yield 5.7%. 

U. S. Liberty and Victory Loans in 
Philadelphia Co. 6s, due 1944, price 10) 
yield 6%. 

Wabash Railroad Ist Mtge. 5s in 
Chesapeake & Ohio General, Mtge. 4! 
due 1992, price 86, yield 5.27%. 

Union Pacific 1st Mtge. 4s into Pacili 
Telephone & Telegraph 5s, due 1937, pri 
97¥4, yield 5.26%. 

Wisconsin Central Ist Mts 
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common can receive anything. 
For any one holding the com- 4s into Sinclair Consol. Ist Lic: 
mon stock, we believe it would $250,000 TO INVEST IN GOOD BONDS & Collat. 7s, due 1937, price 10) 
be a good idea to sell out and A List of 25 Given With an Average Yield of 6% yield 7%. 
switch into th > S 4 te 
aide te oll © 7% preferred _ I have $250,000 to invest in bonds. Safety of principal Hudson & Manhattan R 
which is selling around 6l, as is the first consideration. A return between 5 and 6% is funding 5s into South Por 
there is a very fair chance in desired. Fr. ¥.. New York Ci Rico Sugar Ist Mtge. 7s, d 
a year’s time of the 7% divi- en ee 1941, price 100, yield 7%. 
dend rate being resumed and For the investment of $250,000 in bonds with safety of In regard to your stock hol 
the back dividend gradually principal the first consideration we are pleased to submit the ings, suggest a switch from 
paid off following list and we would advise that the investment be Atchi Pfd. i . 
° equally distributed among the 25 issues. é te n1son - Into Americ: 
aes Maturity Price Yield Woolen 7% Pfd., sellit.s 
MARTIN PARRY Chesapeake & Ohio Gen. Mtge. 44s 1992 86 5.25% around 1064. Suggest a switch 
. . International Paper ist Mtge. 5s.. 1947 88, 5.90 from Anaconda into Cosd 
Estimated Earnings $5 a Armour & Co. R.E. Gels codenccen 1939 89 5.51 "'s lli d 52 VY 
Sh Philadelphia Co. 6s............... 1944 100 6.00 0, Sseliing around Jé. 
are Proceed Stecl Cor Co ET 1933 28 5.70 are not favorably impressed 
Would like to have your opinion Cudahy Packing 5%s............ 1937 89 6.20 with the outlook for the rai 
of — wer —, I hold at Utah Power & Light 5s........... 1944 91% 5.70 roads generally, and woul! 
‘ - ay teago, it. Armour & Co. (Delaware) ist 542s 1943 96 5.85 | su st itch £ Cl 
aa oa: Aluminum Co. of America 7s...... 1933 106 6.19 Sgest a switch irom Unesa 
While no official reports of Standard ou 4 n = “eee: 1933 107 5.67 peake & Ohio common int» 
earnings of Marti Ys > he merican Gas eetvés Gs. ...--- 2014 98 6.12 : J a 
6s . a I ~— L. -~ . Y., Chicago & St. Louis 6s... .. 1931 100 6.00 American Woolen paying 7° 
ween made public for 1922, it Ward Bakin Co. Ge EEE 1937 100 6.00 and selling around 95. Thes 
is pretty carefully determi jagara, ckport & Ontario Pow.6s 1958 100 6.00 H 7 
ot fon nl letermined Computing-Tabulating-Recording 6s 1941 97 6.28 changes would increase you 
: oe vo re will be close to Lackawenne Seocl Stirs xkeaneees 1950 90 5.70 income, and we do not fee 
500, or the full ar timore io Ist mtge. 4s.... 1948 79 5.56 > . rar 
$5 hare. Ti : = Swed Pere Marquette Ist mtge. 5s...... 1956 97 5.70 there would be — — 
9 a share. there is no infor- Public Service of N. J. 5s........ 1959 85 6.02 ranted increase in the risk. 
mation available as to unfilled | or wl rr — - lien 7s... 1937 100 7.00 
eH uthern ailway nm. Mtge. 4s.... 1956 68 6.30 
orders but we believe they are Se. Leute Sen Prencioce Pricer Lien HYDRAULIC STEEL 
very satisfactory, for we un- rf ¢e oe ne atte ones atest acces. 1980 zo 6.27 AC , 
ential a “ 3 merican Telephone el. 5s 4 . orrection 
derstand the management plans Liggett & Myers 5s.............. 1951 98 5.13 
a further expansion of its The average yield of the above 25 issues is about 6% if I note that you state in the De 
plants indicating that the out- held to maturity. eS Se ee 
look is for good business. Hydraulic Steel. “At the present 
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ime there is practically no working 
upital, current liabilities being about 
qual to current assets.” This is an 
rror as you will note by examining the 
lance sheet of the company as of 
june 30, 1922.—S. J., New York. 





Mi 


The statement in the issue of Decem- 
er 9th on Hydraulic Steel that “at the 
resent time there is practically no work- 
ng capital, current liabilities being about 
jual to current assets,” is, as you state, 
n error and we greatly regret its pub- 
ication. Through a mistake this state- 
1ent was based on the balance sheet as 
f June 30th, 1921, and therefore did not 
eflect the condition of the company at 
e present time. 

The balance sheet as of June 30, 1922, 
hows working capital in excess of 2 mil- 


Serre i 











lions. The improvement in the company’s 
financial condition was due to the sale of 
the Canton plant. 


TIMKEN ROLLER BEARING 
Record Earnings in 1922 


Would appreciate having your opinion of 
Timken Roller Bearing stock.—D. J., Harris- 
burg, Pa. 

Timken Roller Bearing has _ 1,200,000 
shares of no par value. At the present 


(Please turn to page 544) 
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Inquiries on Oil Securities 


PRAIRIE PIPE LINE 
200% Stock Dividend 


I have a few shares of Prairie Pipe Line 
tock and have received a 200% stock divi- 
lend. I note that a quarterly dividend of $2 a 
hare has been declared on the increased 
mount of stock and at present prices of 110 
till gives a good return. Do you believe that 
the company will be able to maintain divi- 

nds at this rate and would you advise hold- 

g the stock? I have a profit in itt.—dH. J. W., 
Syracuse, N. Y. 

Prairie Pipe Line by the declaration of 

a 200% dividend has increased its out- 
standing stock to $81,000,000 and the in- 
creased stock is now on an 8% dividend 
basis. Earnings of the company seem to 
indicate that this rate can be retained 
vithout difficulty. In 1921, net income 
after taxes and other deductions was equal 
to 19.46% on the present outstanding stock 
as compared with 11% in 1920 and 114% 
in 1919. While 1921 earnings may have 
een unusually large, if earnings hence- 
forth are only at the 1920 or 1921 rate, it 
would seem that an 8% dividend is war- 
ranted, as the company is in very strong 
financial condition. Balance sheet as of 
December 31, 1921, showed cash and Lib- 
erty bonds of 9 millions on hand. At 
present levels of 110 we regard the stock 
is a good business man’s holding and there 
appears no good reason why it should be 
disposed of at this time, for the company 
has. been reporting record-breaking ship- 
ments in recent months. In addition to its 
extensive pipe line it has large storage 
facilities and is frequently able to make 
large profits by holding oil in storage for 
higher prices. 





TEXAS PACIFIC COAL & OIL 
New Production in Smackover Field 


Can you tell me what is the matter with 
Texas Pacific Coal € Oil stock? As the owner 
of some I have not been pleased to note that 
it is one of the few oil stocks that has not 
had a good advance:in the past 12 months. 
Any light yoy can throw on this will be 
tppreciated.—O. P. H., Philadelphia, Pa, 


Perhaps the best explanation for the 
failure of Texas Pacific Coal & Oil stock 
to join in the general advance of the oil 
shares is the fact that the high levels at 
which it sold in the past were really never 
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justified and that it has finally settled 
down to a price that is more in line with 
its real value. In 1921, the company only 
earned $2.47 a share and in 1920 $6.10 a 
share, and these earnings were before de- 
ducting anything for depletion which, in a 
producing company such as this, is gener- 
ally a heavy charge. In comparison with 
the stocks of many other producing oil 
companies, on the basis of earnings, Texas 
Pacific Coal & Oil does not appear par- 
ticularly undervalued at present levels. 
Capitalization consists of 844,804 shares 
of a par value of $10. There are no bonds. 
The company owns valuable properties, 
and there is a very good chance, in our 
opinion, -of further development of these 
properties increasing the earning power of 
the company and the value of the stock, 
although this may take some time to work 
out. A recent favorable development has 
been the bringing in of some good wells 
in the new Smackover field in Arkansas. 


SKELLY OIL 
Improvement in Earnings 


I havve a few hundred shares of Skelly Oil 
and am getting a littie impatient to receive 
some return on my investment. Would you 
be good enough to inform me how earnings 
are running and what the dividend prospects 
are.—H. K. R., Waterloo, Ia. 


Skelly Oil through the sale of 150,000 
shares of stock at $10 a share last year 
and good earnings has placed itself in a 
strong financial condition. Working capi- 
tal as of September 30, 1922, was 3% 
millions. For the nine months ended Sep- 
tember 30, 1922, the company reported net 
earnings of $1,631,674, and this was after 
deducting $2,711,892 reserves for depletion, 
depreciation and taxes. These earnings 





are equivalent to 80 cents a share 
on the 1,952,048 shares of stock 
now outstanding, or at the rate of 
$1.05 per share per annum. The 
company’s production at the present time 
is about 12,000 barrels per day in the mid- 
continent field and the outlook is favor- 
able to increased production. In view of 
the good earning and improved financial 
condition the company is apparently in a 
position to declare a dividend at any time. 


UNION OIL 
Now Part of Shell Union 


As a holder of Union Oil stock I would like 
to have your opinion of the Shell Union Ot 
Co. of which company’s stock I have received 
1% shares for every share of Union Oil. Please 
inform me what the capitalization of Shell 
Union Oil is and any other essential statistics 
you have available.—A. K. B., Rochester, N. H. 


Shell-Union Oil Corporation constitutes 
a consolidation of substantially the entire 
Royal-Dutch Shell and Union Oil Co 
(Delaware) properties in the midcontinent 
and California fields. The combined 
properties show a production in excess of 
40,000 barrels a day in the California field 
and 18,000 a day in the midcontinent, a 
total production of 58,000 barrels a day, 
exclusive of about 13,000 barrels produc- 
tion in California temporarily shut in. The 
refining capacity in California is 33,000 a 
day and at Wood River, Ill, 15,000 to 
20,000 barrels a day. This is being sub- 
stantially increased by improvements and 
enlargements of the present refineries 
There are 170 miles of eight-inch pipe in 
California and 156 miles of six-inch and 
426 of ten-inch pipe line in the midconti- 
nent field. The company has complete 
facilities on the Pacific Coast, 
supply, filling and distributing stations for 
distribution of its product to the ultimate 
consumer. In addition the company owns 
26.17% of stock of Union Oil Co. of Cali- 
fornia, with an average production of 
27,000 barrels a day, and a refining 
capacity of 62,000 barrels, 425 
trunk pipe lines and 315 miles of gathering 
lines. 


including 


miles of 


Capitalization consists of $20,000,000 
cumulative 6% preferred stock and 8 mil- 
lion shares of common of no par value. 
There is no funded debt. For the six 
months ended June 30, 1922, net earnings 
of the consolidated properties, after de- 
duction of depreciation, depletion, develop- 
ment and allowing for preferred dividends 
were equal to 64 cents a share on the 
At the present time the 
price of Coast crude is lower and earnings 
While the company 


common stock. 


may not be as large. 
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supplied for $25. 
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SPECIAL REPORT DEPARTMENT 


E have had so many requests for special reports on lists of securities and for 
W individual 

organized a Special Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will be submitted. 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities definite recommendations are made 
This new service does not in any way interfere with 
free service supplied by the Inquiry Department to subscribers which 
entitles them to a brief report on any three securities. 


stocks and bonds that we have 
Charges will vary 























TTITTTTITITIII LL el teenie 





valuable properties the 
capitalization is very heavy and at 
present levels of 13 the stock ap- 
pears high enough. 


has very 


MARLAND OIL 
$4 Dividend Rate Insecure 


Marland Oil stock selling around 29 looks 
pretty cheap for a $4 stock if the company 
can continue to pay this dividend. I would 
like a brief analysis of the company and your 
opinion of the dividend outlook.—L. A. A., 
Detroit, Mich. 

Capitalization of Marland Oil Co. con- 
sists of $11,115,185 bonds and 928,742 
shares of stock of no par value. Gross 
crude production of Marland Oil and as- 
sociated companies, all in the midcontinent 
field, is about 18,000 daily. The company 
controls two refineries and three casing- 
head gasoline plants as well as pipe lines, 
tank cars, etc. For the year ended De- 
cember 31, 1921, net income after inven- 
tory adjustments, etc., was $1,563,424, 
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equal to $1.68 a share on present stock 
outstanding and for the 9 months ended 
September 30, 1922, net income was equal 
to $2.77 a share. It would seem, there- 
fore, that the present dividend rate of $4 
a share is unduly Ligh in view of earnings 
reported, especially as the company is not 
in unusually strong financial condition. 
Balance sheet as of September 30, 1922, 
shows bank loans of $1,617,000. Working 
capital on that date was approximately 5 
millions, which is not very large in view 
of the capitalization of the company. 
While there has been some improvement 
recently in the price of midcontinent crude 
it is still under prices prevailing in the 
first nine months of 1922. Under these 
circumstances we do not consider it likely 
that the $4 dividend rate can be main- 
tained. 





New Security Offerings 


AMERICAN ROLLING MILL 6s 
A Well-Secured Issue 


In investing my money I make a practice 
of getting at least a 6% return, as I feel that 
this can be done with safety by careful selec- 
tion. I note that American Rolling Mill 6% 
Notes are being offered at par and will appre- 
ciate your advice on this issue.—H. K. L., 
Moline, Ill, 


American Rolling Mill $7,000,000 6% 
Notes, due 1938, are a direct obligation 
of the company. They are issued under a 
Trust Agreement which provides that the 
company shall not mortgage or pledge any 
of its properties unless these notes be se- 
cured by a lien thereon on a parity with 
that of any obligations secured by such 
mortgage or pledge. It is also provided 
that so long as any of these notes are out- 
standing total obligations of the company 
and subsidiaries shall not exceed 50% of 
their total assets. For the past ten years, 
earnings available for interest have aver- 
aged four times the present annual inter- 
est charges after depreciation. Earnings 
for 1922, December estimated, were $3,- 
765,006 and after deducting $1,165,000 de- 
preciation the balance, $2,600,000, was 
over 5% times interest charges. Balance 
sheet as of November 30, 1922, after giv- 
ing effect to the new financing, shows net 
tangible assets of $53,300,000, or more 
than 7)4 times the amount of these notes. 
Current assets are more than 134 times 
all liabilities, including these notes. The 
proceeds of these notes and of $7,000,000 
7% preferred and $2,000,000 common 
stock to be issued will provide funds 
among other things for the construction 
of new finishing mills at Ashland which, 
when completed, will make the company 
the second largest in the United States, 
manufacturing exclusively sheets and light 
plates of any kind. We regard these notes 
as an attractive investment. 
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FLEISCHMANN CO. 
Common Stock Offering 


Do you advise the purchase of Ficischmann 
common stock which is offered at $30 a share? 
—R. I. O., Cincinnati, O. 

Capitalization of Fleischmann Co. con- 
sists of 1,500,000 shares of common stock 
of no par value and $3,000,000 6% cu- 
mulative preferred stock. There is no 
funded debt. The company is the largest 
manufacturer in the world of yeast and 
is also the largest manufacturer of dis- 
tilled vinegar. Earnings in 1922 are 
estimated at $5 a share, after deducting 
all charges and taxes, which compares 
with $3 a share in 1921. A dividend of 
$2 a share has been declared on the com- 
mon payable in 1923 in four quarterly in- 
stallments. While the stock is not with- 
out possibilities for enhancement in value 
it is speculative. Previous to 1921 earn- 
ings were less than present dividend re- 
quirements. We do not favor its pur- 
chase at this time. 





ARMOUR & CO. OF DELAWARE 
7% Guaranteed Preferred Stock 


Do you consider Armour € Co. new pre- 
ferred stock an attractive investment at of- 
fered price of 99?—G. H. T., San Francisco, 
Cal, 


Armour & Co. of Delaware $60,000,000 
7% preferred stock is guaranteed as to 
principal, dividends and sinking fund by 
Armour & Co. of Illinois. The Delaware 
company has been organized to acquire 
from the Illinois company certain pack- 
ing houses and cold-storage plants, the 
Armour Fertilizer Works, various other 
American subsidiaries, all of the South 
American and Cuban subsidiaries, the Ar- 
mour Soap Works and 23 million of in- 
vestments. The consolidated balance shect 
of the new company as of August 26, 
1922, after giving effect to the issuance 
of 60 millions preferred and 50 millions 







lst mortgage bonds shows, after 
deducting the 50 millions bonds 


and all other indebtedness, net 
tangible assets of over 128 mil- 
lions. Net current assets alone are 


over 60 millions. Based on the earn- 
ings of the properties to be acquired, net 
earnings available for dividends on the 
preferred, for the six-year period ended 
October 29, 1921, after adjustments, de- 
preciation, Federal taxes at present rates 
and interest on 50 million bonds and other 
indebtedness, averaged over 2%4 times the 
dividend requirements on the preferred. 
We consider this issue an attractive in- 
vestment. 


LONG ISLAND LIGHTING 6s 
Another Bond Suggested 





Please let me have your opinion as to the 
desirability of investing in the new issue of 
Long Island Lighting 6% bonds, offered at 
97% to yicld 6.20%.—S. L. P., Brooklyn, N. Y. 

Long Island Lighting Co. $3,000,000 
Ist Refunding 6% bonds, Series A, due 
1948, are secured by a direct mortgage on 
the entire property of the company now 
owned or hereafter acquired. Upon the 
satisfaction of the Ist mortgage bonds of 
the Long Island Lighting and the Nassau 
Light & Power Co. this issue will become 
a first mortgage on all the property. For 
the year ended September 30, 1922, net 
income was $957,231 as against interest 
charges on all outstanding bonds, includ- 
ing this issue of $382,125. Long Island 
Lighting supplies substantially the entire 
electric light, power and gas service of the 
County of Suffolk. Nassau Light & Power 
Co., the properties of which are to be 
acquired, does the entire electric light and 
power business in the central and north- 
ern part of the County of Nassau. This 
area has a population of 200,000 normally 
and over 300,000 in summer. While this 
is a well-secured issue and a good invest- 
ment we regard Computing-Tabulating- 
Recording 6s, due 1941, selling on the 
New York Stock Exchange at 97 to yield 
6.28%, a more attractive purchase. 





CITY OF NEW ORLEANS 4s 
Bonds 


Your opinion of the recent offering of City 
of New Orleans 4% bonds is desired—A. L 
O., Trenton, N. J. 

City of New Orleans, La., 4% bonds 
due 1942, are free from all Federal taxes. 
They are subject to redemption at par on 
January 1, 1928, or any time thereafter 
By act of the Louisiana Legislature a 
special tax was provided to pay the prin- 
cipal and interest of these bonds and other 
bonds previously issued, based on the 
assessed valuation of the taxable property. 
Through operation of this tax a surplus 
largely in excess of the necessary debt 
service has been created and is growing 
annually. Assessed valuation 1921 was 
500 millions as against net bonded debt of 
less than 30 millions. At offered price of 
96% to yield 4.3% to maturity, we regard 
the bonds as an attractive tax exempt 
security. 
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Income Tax Department 


Conducted By M. L. SEIDMAN, C. P.A. 


the previous articles, discussion 
entered around the features who is 
ubject to tax, who must make a re- 
and the rates of taxation. This ar- 
will outline the credits and exemp- 
allowed to taxpayers. 
r normal tax purposes, the individual 
rmitted to deduct from his total net 
ie, dividends from stocks in domes- 
orporations (and in some cases, for- 
corporations) interest on obligations 
he United States and a deduction for 
is known as the personal credit and 
ption. It is the latter deduction that 
be here developed. 
the case of a single person, a per- 
| exemption of $1,000 is granted. In 
ise, therefore, will a tax be paid by 
gle person where the net income for 
ear is less than $1,000. 
married person living with husband 
vife, is permitted an exemption of 
0, unless the net income is in excess 
5,000, in which case the exemption is 
0. Husband and wife living together 
ive but one personal exemption. That 
the total exemptions claimed by the 
and and wife cannot exceed $2,500, if 
aggregate income is greater than 
0. They have the right, however, if 
rate returns are filed by each of them, 
plit up their exemption in any pro- 
ons they see fit. Just how the full 
fits of this provision can be derived, 
be discussed in a subsequent article 
the question of joint returns. 


Who Is “Head of a Family”? 


head of the family receives the same 
uption as a married person, that is, 
0 or $2,000, depending on the size of 
income. A head of the family is in- 
reted to be an individual who actual- 
ipports and maintains in one house- 
one or more persons who are closely 
ected with him, either by blood rela- 
hip, marriage or adoption, and whose 
t to exercise family control and pro- 
for these dependent persons is based 
some moral or legal obligation. In 
r to be classed as one who supports 
her, it is necessary that one contribute 
than one-half of the support and 
itenance of that other. 
n individual taxpayer is allowed fur- 
credit of $400 for each person (other 
husband or wife) dependent upon 
, and either under the age of eighteen 
neapable of self-support because men- 
or physically defective. This credit 
ermitted to be taken whether or not 
dependent lives with the taxpayer or 
The sole test is finan- 


dependency. The credit cannot be di- 


d between two persons, but is allow- 
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able only to the one actually supporting 
the dependent or chiefly contributing to 
that support. 

It should be noted that the $400 ex- 
emption is given under two conditions 
only. The dependent must be either un- 
der eighteen or else incapable of self- 
support because of a mental or physical 





HIS is the third of a 

series of articles on the in- 
come tax requirements which 
will appear in this publication 
regularly. Mr. Seidman is a 
well-known tax expert and 
has written numerous articles 
on taxation. Mr. Seidman will 
answer any question on the 
subject directed to him by 
our readers. Such questions 
should be addressed to this 
paper, in care of the Tax 
Editor. To receive attention, 
all communications should be 
signed by the writer. Mr. 
Seidman’s answer, however, 
when published will not re- 
veal the identity of the in- 
quirer. 











defect. In the event, therefore, that a 
taxpayer has children over eighteen years 
of age, even though they are actually de- 
pendent upon him, no exemption or credit 
can be taken therefor. 

One of the most important factors to 
bear in mind in connection with the cred- 
its and exemptions allowed individuals, is 
the fact that it is the status of the tax- 
payer on the last day of his taxable year 
that determines his exemption. If a tax- 
payer reports on a calendar-year basis and 
is married on December 3lst of the year, 
he is permitted the exemption of $2,500 
or $2,000, depending upon his income. So 
too, if an individual has two children, one 
of whom becomes eighteen on December 
3lst, exemption can be taken for but one 
of them. Likewise, if on the last day of 
the year there is a legal separation be- 
tween husband and wife, their status is 
one of single persons and $1,000 only is 
permitted each of them. 

There is just one modification of the 
rule and that is where an individual dies 
during the year his executor in making 
for him can claim the full per- 
according to the de- 


returns 

sonal exemption 

ceased’s status at the time of his death. 
Corporations ‘are permitted to take as 


a credit against net income before com- 


puting taxes $2,000 where its net income 
is $25,000 or less, but if the net income 
is more than $25,000, the tax is computed 
without the deduction of any credit, with 
but one modification not necessary to be 
noted here. 

(Note: Attention its called to a typo- 
graphical error that appeared in the sec- 
ond article. The sentence read, “Thus for 
normal tax purposes, if an individual’s net 
income were $10,000, $4,000 less exemp- 
tions would be subject to the normal tax 
of 4% and $6,000 to the normal tax of 
8%,” should have read, “Thus for nor- 
mal tax purposes, if an individual’s net 
income were $10,000 less exemptions, 
$4,000 would be subject to the normal tax 
of 4% and $6,000 to the normal tax 
of 8%.”) 


As to Surplus Taxes 


Because of the popularity and time- 
liness of the subject the following will be 
devoted exclusively to the partial reply 
of a question that was submitted to the 
writer. 

“Would it be possible for you to give 
us any information regarding the pro- 
posed tax which is to be placed on the 
surplus and undivided profits accounts of 
corporations ? 

“Would you advise paying a stock divi- 
dend ?” 

“(Signed) E. W. C.” 

It would require too much space to an- 
swer both questions at length, and, in or- 
der to present logically the discussion on 
both these subjects, it is better that the 
last one be discussed first. Hence this ar- 
ticle will treat of the why and wherefor 
of the stock dividend. 

Stock dividends seem to have set the 
world afire the last few months. A cor- 
poration is classed as being out of style 
and a member of the old school unless it 


has declared a stock dividend. Wall 
Street has become all heated up. Stock- 
holders have made celebrations. All be- 


cause of the popular “misconception” of 
just what is taking place. 

It is generally believed that stock divi- 
dends are being declared in order that 
taxes, present and future, might be mini- 
mized. An examination into the facts, 
however, reveals that this consideration 
can have no weight. 

To begin with, a stock dividend of it- 
self, has no effect upon profits, either of 
the corporation or the stockholder. This 
was well settled by the Supreme Court 
decision in the Macomber vs. Eisner case 
The nothing, so 


corporation distributes 


that the stockholders receive nothing 
What happens when a stock dividend is 
(Please turn to page 548) 
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More Orders 


TEEL markets have generally shifted 
from buyers to sellers. Most of the 
larger companies are well booked 

for first quarter delivery and many of 
them have withdrawn from the market 
for that period. Orders are abnormally 
heavy from railroads and machinery com- 
panies. Wire products are in great 
demand. 

An interesting feature is the dismant- 
ling of some plants that were put up dur- 
ing the war. Republic Iron & Steel, for 
example, is dismantling an old furnace 
that has not been in operation in several 
years. This furnace was of obsolete 
type. Other companies are expected to 
proceed along the same general lines. 








(See Footnote for Grades Used and Unit 
of Measure) 


COMMODITIES 


71922. 1923 
High Low §Last* 


Steel (1)........ $40.00 $28.00 $36.50 
Pig Iron (2).... 34.00 17.75 25.00 
Copper (3) .... 0.14% 0.12% 0.14% 
Petroleum (4)... 3.50 3.00 3.25 
Coal (5) ...... 5.75 1.75 4.25 
Cotton (6)...... 0.263% 0.17 0.2614 
Wheat (7)..... 1.01% 1.27 
Pe Mieccce«e 0.7834 0.47 0.68 
Ss ae i 0.08 0.08 
Steers (10) .... 0.10% 0.08% 0.10% 
Coffee (11) ... 0.11% 0.09% 0.11% 
Rubber (12).... 0.27 0.1334 0.29 
Wool (13)...... 0.57 0.45 0.56 
Tobacco (14).... 0.20 0.18 0.18 
Sugar (15) .... 0.05% 0.03% 0.05% 
Sugar (16) .... 0.07% 0.04% 0.07 

e Paper (17)...... 0.04 0.0314 0.04 

* Jan. 11 


(1) Open Hearth billets, $ per ton; (2) 
Basic hae °S ton; (3) yo 
¢. per pound; (4) Pennsylvania, $ ar- 
rel; (5) Pool No. 11, $ per ton; (© 8 ot, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
c. per lb.; (11) Rio, No. 7, Spot, c. per 
Ib. ; 18) First Latex cre c. per Ib.; 

Ohio, Delaine, tne c. per Ib.; 

14) Medium Burleigh, Kentucky, — per 

Ib.; (15) Raw Cubas 96° Full Duty, c. per 

Ib.; (16) Refined, c. per lb.; (17) News- 
print per carload roll, c. per Ib. 
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The railroad situation is affecting ship- 
ments. Bad order cars are very high and 
non-perishable stuff such as steel and iron 
is being side-tracked to permit movement 
of more fragile commodities. The trade 
is generally complaining of this situation. 

The labor situation is still bad in some 
spots. A tendency has been to import 
unskilled labor from the South. Such 
labor, however, is generally inefficient. 
Certainly, many of the steel people would 
like to see some adjustment of the present 
immigration laws to fit new needs. 

Prices are firmer and the reactionary 
tendency of the past two months is a thing 
of the past. Buyers are gradually sensing 
the change and fear loss of advantage in 
position. Capacity operations are being 
maintained in the tin-plate mills and the 
outlook is for a higher level of prices in 
this particular section of the industry. 
Pig iron prices are rather irregular, but 
the rising tendency of coke and coal prices 
will undoubtedly have its effect. 

So far as the next few months are con- 
cerned, the steel industry would appear to 
be facing a period of increasing activity. 
During this period the railroad situation 
should be at least somewhat alleviated, 
permitting freer movement of iron and 
steel. 

There is some talk of further increase 
in wages, but this is somewhat premature. 
Most interests will undoubtedly follow the 
Steel Corporation in such matters. So 
far as can be seen at present, the outlook 
is for a well-sustained market at probably 
rising prices. This would put the big and 
efficient companies on a fairly good oper- 
ating basis. Profits are not large Lut 
increasing. Some companies that have 
been reporting quarterly deficits for over 
a year, are now beginning to show in the 
black. An interesting feature is some 
slight increase in foreign (South Amer- 
ican and Japan) demand. 





COPPER 











Some Uncertainty Evident 


Since the German reparations confer- 
ence broke down there has*been an air of 
pessimism among copper producers. In- 
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Irregular Trend in Business 


Some Industries Face Active Season, but Others in a 
More Uncertain Position—Outlook for Basic Industries 








THE TREND | 


STEEL—Steel orders increasing and 
operations continue at high point. 
Prices show tendency toward high- 
er levels. Industry faces an im- 
mediate period of great activity. 

METALS—Buying is moderate in scope 
but statistical position of copper 
is best in a number of years. 
Prices of the metal are stabilizing. 
Zinc and lead in good demand. 

OlL—tIrregular tendency in prices of 
refined products. Crude oil strong- 
er, except in California, where 
prices have been reduced. Mexico 
shows great decrease in output. 

COTTON—Prices somewhat irregular 
on account of unfavorable devel- 
opments abroad. Underlying posi- 
tion very strong with possible 
shortage in sight. Textile manu- 
facturers report increasing opera- 
tions with labor difficulties ended. 
Outlook for textile industry is 
more favorable than for a con- 
siderable period. 

WHEAT—Prices irregularly downward. 
World supply and demand nearly 
equal, however, and broad outlook 
favors somewhat higher level. 

SHIPPING—No changes in shipping 
field. Operating conditions un- 
favorable and few indications of 
early recovery from present de- 
pression. 

SUMMARY—General domestic outlook 

for near future favorable but many 

inequalities still exist. A hopeful sign 
is the generally higher average of crop 
prices as compared with a year ago. 

Competition continues on wide scale 

and outlook for profits is that the 

strongest companies will make the best 
showing. 




















asmuch as one of our best customers »! 


copper abroad has been Germany, tlic 


+ 


question naturally arises as to what effect 


the French seizure of the Ruhr is like'y 
to have on German demand for the ri 
metal. No one can discuss this situati: 
with much certainty. Even though tli 


French occupation may have a less fa’- 


orable effect than generally looked f: 


there is no question that recent develop- 


ments have not helped the copper industry 
at least temporarily. 
For the first eleven months of 192 


copper exports totalled 691 million pouncs 


against 567 million pounds in the corr 
sponding period of the previous year. 
The copper market at present writi 
is more or less at a standstill. Prices, 1 
fact, reflect the effects of a slight shadir 
process. It is likely, however, that tl 
(Please turn to page 572) 
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HE reader who may or may not have 
taken losses in the stock market may 
be skeptical about the possibilities 
such a thing existing as insurance 
ainst stock losses. In the minds of a 
eat many people, to accept losses in 
xk ventures seems an almost inevitable 
companiment of the speculative phases 
such enterprises. Nobody, of course, 
s to be insured against profits, but if 
ery stock market transaction could re- 
ilt in a profit, it would no longer be a 
eculative operation, which it is essen- 
lly. If it frankly be admitted that 
ere is a certain element of speculation in 
ery stock market transaction, then that 
ist admit the possibility of losses, and 
is in view of such possibilities that in- 
rance against losses becomes a desir- 
le thing. 
Such insurance, as demonstrated over a 
ng period, can be had via the Put and 
ill. It is not at all suggested herein that 
iis form of insurance can be made abso- 
ite. Puts and Calls, -after taking into 
msideration their obvious features from 
n insurance viewpoint, give only limited 
nd not complete insurance. However, it 
ay be argued that limited insurance is 
etter than none at all, and it is for that 
eason that the Put and Call may be re- 
irded as a suitable preventative of losses 
n securities. 
Definitions 


Definitions of these two terms are at 
his point necessary. 

A Call is a negotiable instrument for a 
pecified period of time, usually 7, 15 or 
30 days, giving the holder the privilege of 
urchasing from the maker a specified 
iumber of shares of a certain stock at a 
ixed price mentioned in the call. 

A Put is the reverse of the Call, and 
ermits the holder to sell or deliver to the 
naker certain shares of stock at an agreed 
ipon price. 

Though the contract usually calls for a 
riod of time of 30 days or less, insur- 
nce against loss may be bought for longer 
eriods, and in isolated cases, the period 
f time may extend as long as twelve 
1onths. 


Limited Insurance Against Losses in 
Stock Trading 


By MAX HESSLEIN 


Let us now see how protection against 
stock market losses may be had by buying 
a Put or Call. 

For example, on November 9 last Stude- 
baker shares sold at 129%. The indi- 
vidual who bought 100 shares at that price, 
could have bought insurance against all 
and any loss for 30 days for about $350 
per 100 shares or he could have bought 
insurance against a greater loss than five 
points for $150 per each 100 shares. 

Within two weeks Studebaker sold 
down to below 114%. Instead of losing 
$1,500 per 100 shares, his loss in case of 
complete insurance would have been the 
premium paid, viz $350, or in case the loss 
was only partly covered, he would have 
lost only $650 (the five points plus the 
premium.) 

The average unprotected individual, of 
course, would have sold his shares when 
he saw Studebaker declining more than 10 
points, taking a severe loss, only to see the 
stock rally again within the next ten days 
to over 134. 

Had he been insured, he would and 
could have held on for 30 days without 
worry, inasmuch as the largest possible 
loss was fixed, and, through the subse- 
quent advance, he would have obtained a 
profit considerably more than his insur- 
ance premium. 

When Studebaker on the other hand, 
broke under 120, there were undoubtedly 
a great many who sold the stock short. 
The insurance rates for Calls at that time 
were the same as on November 9, possibly 
somewhat lower. He could have insured 
his “short” commitment in the same way 
as he did his “long” engagement, cited 
above, and again avoided a considerable 
loss. 

Is such insurance worth while? If so, 
why does the public at large know so little 
about it, while the most important traders 
in Wall Street make use of it continually? 

The answer is, that it has never been 
presented in the right light. 


Would Increase Investment Feature 


Huge sums could be saved to the public 
every year, and instead of Wall Street 


share traders being considered specula- 
tors, they would become investors who 
would hold on to their investment without 
danger of severe losses, and they would 
get accustomed only to purchase shares 
which can be protected by insurance. In- 
asmuch as such protection can only be had 
for well-known and active stocks, the 
public would be protected from buying 
fake stocks. The public could always get 
out of its shares with a small loss even if 
the market should be in a panic and could 
rebuy them at much more advantageous 
prices later on. 

Puts insure you against loss on the long 
side of the market; Calls protect short 
commitments. 

The best of them are guaranteed by 
New York Stock Exchange Houses. 

If protected through insurance stock en- 
gagements will show larger profit, as the 
fear is eliminated that if the profit is not 
cashed quickly it might be turned into a 
serious loss. 

Insurance of this kind robs even “pyra- 
miding” of its risk and terrors. 

When Studebaker, for instance, sold at 
115, a trader bought 100 shares and in- 
sured against a loss of more than five 
points by paying $150, he could have 
bought another 100 shares when the stock 
reached 120% and insured it against loss 
on the same basis, that would have made 
his first purchase entirely safe, as he could 
have delivered it at 115% at any time 
within 30 days. Studebaker continued to 
rise, and when the price of 128 was 
reached, he could have taken out another 
insurance second 
hundred fully. 

If he then sold all at say 132, he would 
have had a profit on his first purchase of 
$1,700, on his second $1,050, and on his 
third of $400, a total of $3,150. The pre- 
mium paid amounted to only $450, and the 
largest loss he could have possibly sus- 
tained had the stock declined even to 100, 
would have been his premiums of $450 
plus a five-point loss on the last purchase 
of 100 shares at 128, as he had insured 
against a five-point loss. 


policy, protecting the 








EXAMPLE OF A PUT 


For Value Received, the Bearer may Deliver Me on 
one day's notice except last day, when notice is not 
required, one hundred (100) Shares of the Common 
stock of the Studebaker Co. at One hundred twenty- 


nine and seven-eighths (129%) per cent, any time in 


thirty (30) days from date. 


All dividends for which Transfer Books close dur- 


ing said time, go with the stock. 


Expires December 9, 1922, 11:45 A. M. 
JOHN DOE & COMPANY. 
(Guaranteed by a Stock Exchange Firm.) 








EXAMPLE OF A CALL 


For Value Received, the Bearer may call on Me on 
one day's notice except last day, when notice is not 
required, for One Hundred 
Common Stock of the Studebaker Company, at one 
hundred and twenty (120) per cent, any time in 
thirty (30) days from date. 

All dividends for which Transfer Books close dur- 
ing said time, go with the stock. 

Expires December 9, 1922, 11:45 A. M. 


(Guaranteed by a Stock Exchange Firm.) 


(100) Shares of the 


JOHN DOE & COMPANY. 








for JANUARY 20, 1923 

















N discussing Mr. Livermore’s opera- 

tions with a friend one day, the sub- 

ject turned to his practice of testing 
the market for various stocks at certain 
times in order to ascertain the correctness 
of his position. My friend claimed that 
much of his success was due to the fact 
that Livermore is now sufficiently supplied 
with working capital to enable him to test 
out the market for different stocks in 
which he is trading. My contention was 
that while testing operations have their 
value, the market is constantly undergoing 
a series of tests; that these tests which 
are observable on the tape at almost every 
moment during the five-hour Stock Ex- 
change session, are far more important 
than any individual tests applied to a com- 
paratively few stocks. 


Testing a Market 


For the benefit of those who do not un- 
derstand how a market is tested, I will 
say that when a large operator takes on a 
line of stock he keeps a constant check 
as to the attitude of the pools, the indi- 
vidual operators, and the public operating 
in that issue, his main object being to stay 
with the stock so long as the technical po- 
sition favors his commitment, and the mo- 
ment there is a change in this respect he 
will very often lighten his load or get out 
of it altogether. 

The principal elements ia market mani- 
pulation are support and pressure. Sup- 
port means not only the price which is bid 
for a stock, but the amount which is bid 
for. Mr. Livermore, like any other large 
operator, when he takes on a line of long 
stock, usually does so because he sees ac- 
cumulation. If, therefore, he sees accumu- 
lation at a certain level and he buys part 
or all of his line, it is important for him 
to know whether any of these other fac- 
tors are supplying him; whether the stock 
is easy or difficult to buy; whether there 
is a good market there on which to sell 
if he should change his mind as to the 
prospects; whether the buying is in large 
lots or small lots, and other indications 
which aid him in forming a conclusion. 

Suppose he has bought 5,000 shares of 
a certain stock at 60 and he has in mind 
increasing his line to 10,000 or 15,000 
shares if it continues to look good to him, 
and he sees nothing to interrupt its ad- 
vance to a level which will give him his 
minimum anticipated profit or possibly 
more. The stock may get up around 63 
and the character of the market in it may 
begin to change; that is, he may observe 
on the tape and in his reports from the 
floor that the supply at that level is larger 
than the demand. He may wish to test 
out this demand for he knows that so long 
as nothing has occurred to interrupt the 
move, the pool or group of interests that 
are the chief factors in the rise will be 
willing to buy stock, although they may 
try to make :‘t look weak in order to in- 
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Livermore's Methods Analyzed 


8. How He Tests the Market 
By RICHARD D. WYCKOFF 


duce liquidation or short selling. He 
thereupon sends his brokers into the 
crowd to sell 2,000 or 3,000 shares in or- 
der to see how they take it. If the pool 
is ready and willing to take it and he is 
able to dispose of the entire lot at a mere 
fraction under the previous sale, he is 
encouraged to hold the balance, replace 
what he sold and take on an additional lot, 
for he has definite evidence that the pool 
would rather buy than sell and he wants 
to go with it—along the line of least re- 
sistance. 


Assuming a Neutral Position 


But, if he should find that in the sale 
of these 2,000 or 3,000 shares, he de- 
presses the market a point or two, he is 
likely to close out the balance and assume 
a neutral position in that stock on the 
ground that his judgment was wrong and 
the pool was not ready or willing either 
to support the price or to mark it up fur- 
ther. 

He may keep the stock under observa- 
tion-for a considerable period and wait 
for very definite evidence that the pool 
is ready to begin the marking up process, 
which is what might be called the middle 
section of the manipulation, the first being 
accumulation, the second marking up, and 
the third distribution. 

If he should suspect that the pool is 
changing its plans and endeavoring to 
liquidate its long position or to establish a 
short position, he is likely to await some 
of its strenuous attempts to distribute and 
then help things along by passing out a 
little for his own short account. The 
stock might during this process be marked 
up from around 63 to, say, 68, and between 
that level and 65 it might be juggled back 
and forth to attract both kinds of buyers: 
those who purchase on strong spots, and 
those who buy only on reactions. Some- 
where in that area he will make up his 
mind that the pool is unloading and he will 
therefore take a short position; and when 
the pool has completed the undertaking 
and begins to lower the bid price, he will 
render further assistance by supplying a 
few thousand shares more of short stock. 
His testing operations in such a case might 






be to buy a few thousand shares in order 
to make sure that the pool is supplying 
bids for round amounts, and if so he will 
close out his test purchases and sell more. 

In all these operations he has formed an 
opinion of what is likely to happen, and in 
taking a position he does it tentatively be- 
cause he never knows in advance when he 
is likely to be wrong or when some sudden 
development or change in the character of 
the market or an alteration in the plans 
of the pool will cause him to follow this 
new lead. He sticks to his trades so long 
as he has no reason to change his original 
opinion, and when he thinks he is wrong 
he gets out. 

The ordinary testing to which I refer 
and to which the market is constantly sub- 
jected is evidenced by momentary changes 
in the technical position. These plus and 
minus signs which you see in the news- 
papers at the end of the day’s session are 
the net results of thousands of little move- 
ments. taking place in various stocks and 
may be regarded as the concrete expres- 
sion of the theoretical composite man, ex- 
pressing the mind of all the millions of 
traders and investors who deal in stocks. 
These Mr. Livermore interprets in two 
ways: (1) the course and the action of 
the market as a whole; and (2) the same 
thing in respect to individual stocks. The 
numerous primary moves, with their ral- 
lies and reactions expressed in their action 
or behavior under certain conditions of 
relative strength or weakness, are the most 
satisfactory tests after all, for the tape 
presents them constantly. They require 
no market commitments and no expendi- 
ture of money, but the correct interpreta- 
tion of these market phases is something 
which requires a long and sustained effort 
over a period of years, combined with 
many thousands of attempts to extract 
profit from the fluctuations, all of which 
go to make up what is known as the trad- 
ing character of an operator. 

It is in these respects that Mr. Liver- 
more qualifies and it is out of these expe- 
riences that he has developed the judg- 
ment which, while not infallible, is pos- 
sessed of a high percentage of accuracy. 

(To be continued in an carly issue) 
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Intimate Talks With Readers 
How High and How Low? 


TRADER was about to put in an 
A order to sell his Studebaker (then 

around 135) at 150 G. T. C., his ex- 
planation being—on a burst of strength— 
that “it looked like 150.” We said, “Young 
man, there is one sure thing about your 
hunch. You can guess exactly tke pos- 
sible bottom of Studebaker, which is 0; 
but no stock has a possible top within 
reason.” 





The fault here was the guesswork be- 
ing employed. The burst of strength 
might be due to anything. An hour later 
there might be every reason in the world 
for selling it; and conversely, at 150 it 
might be a better “buy” than ever. We 
casually drew attention to what happened 
in Bethlehem Steel and General Motors 
(old stock) at those figures; and while 

(Please turn to page 568) 
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[‘ his own mind a banker divides 


men into three large groups. 


1. Those who save nothing for in- 
vestment—the wasters. 


2. Those who put every penny 
into insurance and a home— 
the plodders. 


3. Those who invest some part of 
their savings in themselves— 
the men of vision, the doers. 


Out of this third group come the 
leaders of any industry, including the 
leading bankers themselves. E. E. 
Amick, whose letter is quoted on this 
page, being typical of many. 


Mr. Amick’s career might easily 
have terminated in Bunceton, Mis- 
souri. Entering the bank of that 
prosperous little community at the 
age of fourteen, he became its chief 
executive officer at twenty-three, with 


an income of $5,000. 


Or his career might have termi- 
nated in Boonville, where he was 
made President of the Boonville Na- 
tional Bank. 


In either situation many men 
would have said: “I am content. I 
will put all of my surplus into a 
home and insurance and safe bonds. 
1 will settle down.” 








“I have made a good many 
investments during the past ten 
years but none which returned, 
on the amount involved, such 
large dividends or benefits as 
the investment in the Modern 
Business Course.” 


E. E. AMICK 




















But while he was still cashier in 
Bunceton, he read the little volume 
“Forging Ahead in Business” which 
is offered at the bottom of this page. 
The Modern Business Course and 
Service for which he subsequently 
enrolled was.a revelation. It carried 
him out into a wider world. It gave 
him a working knowledge of each 
department of a modern business— 
the sales, accounting, factory and 
office management, advertising and 
corporation finance. It brought him 
into personal relationships with the 
methods which business leaders, in 
many lines, had tested and found 
successful. 


His other investments were prof- 
itable but this investment—only a 
few dollars a month, and less than 
two hundred altogether—paid for 
itself dozens of times over and is still 
paying tremendously. 


Canadian Address, C.P.R. Building, Toronto; Australian Address, 42 Hunter Street, Sydney. 


funn eure oe 
MICKSON NEWMAN 


Sie 








E. E. Amick, Vice-President 
of the powerful First Na- 
tional Bank of Kansas City. 


If the Course of the Alexander 
Hamilton Institute cost $10,000 or 
even $1,000, few men with family 
responsibilities would be justified in 
backing their faith with so large an 
amount. But the initial cost is noth- 
ing but a two-cent stamp which, with 
the coupon below, will bring your 
copy of “Forging Ahead in Busi- 
ness,” the book that contains all the 
facts. 


Even the most conservative banker 
will tell you that saving money is the 
best thing you can possibly do, with 
one exception. ‘That exception is to 
put a little money into something 
your competitors do not have— 
knowledge and vision of the future. 
“Forging Ahead in Business” has 
given 200,000 men that sort of 
vision, and it is sent without obliga- 
tion or cost. 


Alexander Hamilton Institute 


739 Astor Place, New York City > 
Send me “Forging Ahead in Busi- [ 


ness,” which | may keep without odera 


r 


obligation. a 


Business 
Address ....... 


Business 
Pesltiom .cccccccccccecesss padseeoeses 








for TANUARY 20, 1923 






Copyright, 1923, Alexander Hamilton Institute. 




























Odd Lots 


By purchasing a diversi- 
fied list of well seasoned 
securities you improve 
your investment position 
and increase the margin 
of safety. 




















We give the same courte- 
ous and painstaking atten- 
tion to “Odd Lots’ as to 
“Full Lots.” 


Send for our booklet 


“Odd Lot Trading’’ 


Please mention M.W. 194 


100 Share Lots 





John Muir & (0. 


Members N. Y. Stock Exchange 


26 Court St. 
BROOKLYN 





61 Broadway 
| ¢ NEW YORK 






























MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances. 


Many investors maintain a personal 
correspondence with our statis- 
ticians and in that way keep in 
close contact with changing market 
conditions. 


If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail” 


to those interested, on request 


GRAHAM, RITCHIE & CO. 


Formerly Graham & Miller 
Members New York Stock Exchange 


66 Broadway New York 
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Pre-War 
Period 
1909-13 
RAILS: High Low 
I seccnccnams ae +2125 90% 
i eee «+ oeekO6 96 
Atlantic Coast Line... oeeee348% 102% 
Baltimore & Ohio........ 112214 9055 
_*, eae dccececen. ee 717% 
Canadian Pacific..... occe se 888 165 
Chesapeake & Ohio......... 92 51% 
Ches. & Ohio Pfd.....seee+. « es 


Cc. M. & St. 
 % Seeepetenigte 
Chicago & apetpeesteen 
Chicago, R. 
Do. 7% 
Do. 6% Pid 
Delaware & Hudson 
Delaware, Lack. 
Serre 
Do. Ist Pfd 
Do. 2nd Pid 8 
Great Northern Pfd.. 157% 
Illinois Central........ eee eek62} 
=~ City Southern....... 50: 
eee cccece 16% 
Lehigh | Seeleeneteaeebaitad -.1214% 
Loulerile & Nashville...... 170 
. Kansas & Seuss sesnes . 51 
it Wilidatsisteeacens ou 78% 
0. Pacific..... oenenalen 77M 
i ae 
 & OO ees 147% 


N. Y., Chicago & St. — ye = M 
N. Y.. N. H. & Hartford... ..174 
NM. ¥., Ont. @ W...ccccce 55 
Norfolk & Western........1193 
Northern Pacific......se00- “159 
PORMIUEEER <ccocececeoncs. TT 
Pere ae eennenennes 


Pe Ge Ws Cl ccccccnsoue 

Reading ....... ecccccoccen 89 
a ie Di ocesegcensen MET 
 S  )  aaemneneeae -. 58% 


. Louis-San Francisco.... 
St. Louis Southwestern...... 40% 
Southern Pacific 
Southern Ry .. 

Do. Pfd. 






Texas Pacific 40 

Union Pacific 19 
Do. Pfd... +118% 

Wabash ...... .*27 
Do. Pid. A o+--*61% 
De Teh Be ccese ecee se 


Western Maryland .........*56 
Western Pacific ... 


eee eer 


Do. Pf oceee 
Wheeling & Lake Erie......°12% 


INDUSTRIALS: 


Adams Bxgwe8s. . 000000000000 
Allied Chem......sccccescee ++ 
DO, Poke cccce cotccccccoe ee 
Allis Chalmers. 
. Pebcccccee ccccccccen £8 
sccccccccces O8H% 
Do. Pfd....... steceeeces: 
Am, Beet Sugar.....secesss 
Am, Bosch Mag....sccesese «- 
» Cam ncccce cccccccccccs SIH 
Do. Pfd...... cocccccosenllnyy 


cccccccccccce 10 






Do. Pfd...... 107%, 

Amer. Express 300 

Am. =" L. 
Pfd... 








oan" Ice ° 
Am. International 
Am Linseed 

Am. Loco. ... 





Am. Safety RazoPr...ssceese + 
Am. Ship & Com....sseeese 
Am. Smelt. & Refs... 4+ -108% 
De. PSd......ccccccccccccksene 
Am. Steel Fays. eccceceooce bo 
Do. Pfd...... 
Am. he Hevescocrecoven 
Pid... ecccces eecccce 
Am. Sumetre Tob. .ccccccces 
Do. Pfd.. evccccccce se 
Am. Tel. & Tel. teeeeee ees 1539 
Am. Tobacco ....++.+0+---9530 


Am. Woolen .....+-.--+e++ 405% 
De. Pidncccccccocccccccs 107% 

Anaconda ........- eoeece 544 

Associated Dry etic cvcses ss 
BO BOR WOE. cccevscccesece oe 


















pena 
1914-18 
High Low 
1114 75 
102% 75 
126 797 
96 88% 
80 48'4 
220% 126 
71 35% 
35 
624 
85 
16 
44 
85% 
87 
160 
18 
155 
13% 
134% 79% 
115 854 
35 135 
65% 40 
87! 50% 
141% 103 
24 34 
60 6 
38% 19% 
Hts 87% 
114! 62% 
90% 55 
89 21% 
35 17 
147 9254 
118 75 
61% 40) 
38 9% 
40 17% 
1154 60% 
46 34 
52 33% 
60% 21 
32% #%=iiil 
110 75 
36 12% 
85% 42 
294 6% 
164% 101% 
86 69 
17% 7 
604 30% 
32% #4«18 
23 9% 
25% il 
35 
27% 8 
154% 42 
49% 6 
92 32% 
106 41% 
108% 89% 
108% 19 
68% 19% 
114% #180 
98 40 
119% 100 
64 21 
102% 78 
140% 77% 
224% 2% 
94% «10 
49 8% 
62% 12 
47 % 20 
98% 46% 
109 93 
123% 60% 
118} 97 
95 44 
126 89% 
123% 106 
16834 15 
75 
138% 9054 
56 123 
60% 12 
102 72y 
105% 24% 
28 10 
75 50% 
35 
4% 
9% 
26% 
90 





Post-War 
Period 
1919-21 

High Low 
104 76 
89 72 
107 77 
55 27 
59% 38% 
170% 101 

70 46 

62% 17% 

76 29% 

105 60 

41 22% 

894% 64 

77 54 

116 83% 
260% 93 

21% 9% 

83 15 

23% #410 

100% + 60 
104 80% 

28% 4138 

57 40 

60% 39% 

1224 94 

165 ve 

251 2 

387 11% 

58% 83% 

844% 64% 

65 23% 

40% 12 

27% 16 

112% 844 

99% 61% 

48% 82% 

33% 124 

44% 421% 

108 60% 

61 $27 

65% 383% 

38% 10% 

40 107 

118} 67% 

33% 17% 

72% +«.(42 

70, 14 

138% 110 

74% £4=61% 

138% 6% 

38 17 

25% 12% 

15% 8% 

40 15 

78 61% 

18% 6% 

64 22 

62 4, 34 

103% 8s 
53% 26% 
97 67% 

113% 26% 
03 61 

103% 24% 

143% 294 
68% 21% 

107% 72 

151% 84% 

119 105% 
67% 15% 
93 85% 

175 76 
431% 5 

142% 385 
83%, 387 

1324 214% 
95 17% 

117% 68 

115 96% 

22 8% 

47% 4% 

89% 29% 

1095, 63% 
50 18 
96% 78 

148% 47% 

119 67% 

120% 28% 

105 64% 

119} 92% 

814% 104% 

210 100% 

169% 65% 

110% 88% 

77% 30 

67% 17% 

82 497% 

80% 38 

192% 18 
76Y 154 

156% 62% 

111% 92 

112 414% 


New York Stock Exchange 


— 
High Low 
108% 91% 

95 85 
124% 83 
60% 33% 
66'4 524 
15154 119% 
79 54 
105 10054 
36 16% 
55 29 
95% 59 
50 80% 
105 83% 
9334 7054 
141% 106% 
143 110% 
18 7 
28) ily 
20 7 
057 70 
115 97% 
304 17 
5954 52% 
72 56% 
144% 108 
19% 7% 
48% 24% 
25! 15% 
63 40 
1014, 72% 
91% 515 
85% 12% 
30:4 191 
125% 96% 
903% 73% 
49% 33% 
40% 19 
94 76 
87% 71% 
57 42 
59% 4575 
33%, 20% 
367% 20', 
96% 78% 
28% 17% 
71 45% 
36 184 
154% 125 
80 71% 
14% n 
35'4 19% 
247% 12% 
17% 8% 
247 134 
647% 5154 
16% 6 
83 48 
914 55% 
115% 101 
5934 87% 
04 86" 
42% 27% 
7244 5534 
49 31% 
49 31% 
83% 82! 
113% 93'4 
201 141 
126% 115% 
30", 2 14 4 
61 83 
162 126 
175% 10% 
74% 58 
122 78 
5056 245% 
42), 28 
13634 102 
122% 112 
8% 354 
251% 5% 
67'2 43% 
104% 86'% 
46% 30% 
107 91 
857% 5414 
112 gt 
47 2314 
71 5214 
120'% 114% 
169'% 129% 
165% 126 
105 78% 
111% 102% 
57 45% 
68% 43 
86 75 
91% 75% 
43% 19% 
31% 15 
142% 92% 
118 04 
8214 BAY 


Last Diwd 
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6 Pre-War War 
Period Period 
1909-138 1914-18 
High Low High Low 
INDUSTRIALS—Continued: 
Calf. Petro. ....seceeseees 12% 16 42% s 
Cal. Petro. Pid.....e.-eee 95'4 45 81 29 
Ce: ral Leather........ .. 51% 16% 123 25 
Pfd.....cccccees lll 80 =e . 
Ce: o de Pasco.. ° 
Ch. odler Mot... ° ey 56 
Ct Copper ° 11 
Ch: o Copper 50% t 31 
Co Cola....+s0 . ee 
Co! m. Gas & E 54% 14% 
Co!.mbia Graph. *166 *97 
Con:ol. Cigar .. ee 
Consol. Gas ...-. 150% 112% 
Cor» Prod.....- 50% 7 
D>. P84... 000% 11314 58 
Cr ‘ble Racks 103% ts 
Cul.a Cane Sugar... 6% 2 
Cu' an Amer. ugar *273 *38 
Er ~— -Johnson . . os a 
Fa ous Players. e ° oe 
PER. caccee ° ee — aa 
Fr epert Tex. - on 70% tae 
Ger'l Asphalt . ° . 42% $16% 89 14 
Ger" Electric ......--+-+0++ 4 129% 187% 118 
Gev'l Motors .....0.-eeeeee 614% *°25 *850 *74% 
» OM PEE. cccccccccce oe . 99% 72% 
» OH DeDecccccccccces oe ° ee ee 
». TE Deb. cccccccccce oe ee es sa 
Gocdrich .cccccccdcccccccss 66% 15% 80% 19 
bh Milisccccccocesescess 1094 3 116 797 
Gt. Nor. OF@..cccccccesess 884 25) 60 22% 
Housten OF. ..ccccccccce co 25% ss, 6 10 
Hudson Motors......+++-++ ++ ee ee ee 
Huvp Motors........sesee00 2: os 11 2% 
Jaspiratiom .....+-ccccccece 21% 13 74 < 
Inter. Mer. Marine........- 2) 50 $ 
De. Mibbeccccvescesoocss 27% 12% 125 * 
Inter. any smeanegeienen 22754 *1385 67 24% 
Intcr. Paper .cccccccccccces 19% 64 5% 9% 
Invincible P Oil veheeseesooes ee ° ee es 
y Springfield.........++ «+ ° 854% 36% 
Do. 6% Pid... ccccccccce ° ee 101 72 
RenGGGGR accccccesceceeses ce ° 64 25 
Keystone Tire. .....cccccece 22 es 46 11 
Lackawanna Steel......+.+. 554% 28 107 2614 
Lira Locomotive. ..cesesees +> + ** ** 
Locws, Im€..cccccscccoccce oe ° ee ee 
Loft, Ime... .ccccccscccsees ° es es - 
Mexican Pet. .cccccesccccce 90% 41 +4 46% 
Miami Copper........++e++« 30% 12 49 16% 
Middle States Oil........-. © ee ee ee - 
Midvale Steel ......cscccccee ss a 98% 89% 
Nat'l Lead ...-cccccccecccs 91 42% 74% 
N. Y. Air Brake........+.++ 98 45 136 (1) 
N. Y. Dock .......- eececes +4. 8 27 9 
North American.....++++++. *87 *60 *61 *38 
10. Pid... cccccccccseces #8 oe ee ee 
Pacific Oil... .cccccccecces eo os es 
Pen . Rae Pel cevccceenccs 0 704% 38 
Buiccceecccccces 6es06 ae - 7 - 
PI \adelphia Gieecees coccee 59% 3 87 48% 421% 
Phillips Pet...cccccscccccese ve ee ee - 
Pirrce Piano eecee Scvcccces ° ee 65 25 
Mi, baccasenteccsecotuss - 88 
Pi'tsburgh Coal........+.++ *29% *°10 58 37% 
P ~~ Steel Car.......... 56 18% 88 17% 
hae ee eeeneeveocess 11% 88% 109) 
P =a one. Sug..cccccccce oe ee §1 9 
Pure OR. .ccccccccccccecece os 44] 31% 
R “steel SPE peceoccecooocs 54% soi 78 19 
Pilinescecccescoceses 113 90 105% #75 
tap Ht Tibcscssesencees 274 #74 8? 
Replogle Steel......ceescere =: es - 
Republic I. & S......ceeeee 8% 165 96 18 
DO, Piles ccccevccecccccs 1114 «64 112% 72 
- val Dutch N. V......000 «+ 86 56 
Shell BT. @ T..cccccceccsecees ee ee rT ee 
Sinclair Con. Oil.........-- a 67% 25% 
Stand. Oil N. J...ccccccee *448)06=6*3220*800 0 = * 355 
De, Daina ccoctocescosces cs oe =. on 
St omberg Carb........--.++ «- 454% 21 
St “ey aeesenece sencees 49% 15 195 20 
Lei ddueeeseseodes sy 864 119% 70 
Tenn, @ Gham. occcccs.s; iat 21 11 
TECH Mitnaneneceseneeeed 144 74% 243 112 
Tex. Pas, ©. & OG... ccccccce se ee oe we 
Tonacce Pred. ..ccccsecess 145 100 82% 2 
Tranecentl, OB. .cccccccccee se - es - 
Urited Pruit......cccscece 208% 126% 178 105 
U:. Retail Stores. ........+5 .. ee es ee 
U. S. Ind. Ale®...c.ccccce . 573 24 171% 15 
U. S. Rubber ........ . 59 27 80% 4 
lm, Dileccastaccese 123% 98 115 91 
U S. Smelt. & R. . 59 30% 81% 20 
U S. Steel ..... - 94% $441% 186% 38 
do. Pid .-131 102% 123 102 
U:ah Copper . 87% 88 130 48% 
Venadium ..... : - - - 
V..-Caro, Ch «- 70 22 60 15 
do. Pfd.. 1295 62 115 80 
W-stern Union.. LD ae 105 53% 
Mw wnpoue Mig. 45 244% 4% 382 
rite Motors. - 60 80 
w llys Overland. ‘75 *50 486325 15 
Wilson Co 2 - 44% «442 
Woolworth ....ccccccccceee 177% 7% 161 81K 











(vem whew me saics made 


Post-War 
Period 
1919-21 

High Low 
sen 18H 

88 

116% 22% 
4 667% 
67% 23 

414 88! 

294 #7 

404 16 

43% 18 

9 89% 
74 8 
80.)=— «18! 

106% 7144 
1054 46 
112 (96 
278% 49 
59% 5% 
*605 = 10% 
1500 44 
108084 
123 40 
97 43s 68 
4% 9% 
160 82% 
17% ©6109 

42 9% 

% @86«683 

94% «60 

46 «68 

93% 26 

109 62% 

52 24% 

116% 40% 

234 (4% 

a8 28 

67 ™% 

128%, 386 

33% 11 

914 30 

47: 5 

164 85% 
110% 70% 
a 

126 s 

107 82 

sy «id 
28 7% 
84, 

32% 14% 

714 «(10 

62:4 22 

94:4 63% 

1454 4TY, 

7M 16% 

4 82% 

41% 81% 

50% 87% 

140% 38% 
111484 
rT ioe) 

“4% 16 

99 9% 

lll. 2 
74% «45 
113q O48 
106 —s«83 
120 24% 

61 21% 
1074-67 
112 «92% 
27% 10 
93% 18 
450 ~=— O41 
106% 75 
128% 40% 
90% 80 
6442 «16Y, 
212 124% 
114% 100: 
1184 22 
151 87 
104% 76 
17 6% 
87 
195 «15% 
a, 

224 os 
1194 465 
167. 85 
143% «4014 
1194 74 
784 26 
115% 70% 
117% 104% 

97% 41% 

97 «= 85% 

92% 20% 

115% 57M 
76 

59% 38% 

86.89% 

40 4 

104% 27 
139§@q 108 


7—1922-23— 
76% 43% 
98, 83 
44'5 29% 
825, $23) 
465, 32 
79% 47 
29: 15) 
33 22 
82 41 

114 64 
ask uat 
1584 81x 
12234 lll 
ait Ss 
% 8% 
sts ie 
119104 
107 75% 
107% 914 
274 12% 
73 87% 
15% a 
8) 
86 69 
86 = 67% 
100 79% 
44% 28% 
91 79% 
4555 2 
91 61 
po 19 
“% 10 
45 Ht 
27% 8 
87’ 8641 
19% 11 
201, ine 
1 
584 8414 
ey iy 
“% 
3433 4M“ 
85 44 
65 62 
23 ll 
14) 9 
2 106 4 
31% 25 
16 1l 
45% 26% 
129% 85 
514 45 
100% 4 
44: 
47% 38 . 
$072 424 
100 48% 
95 44 
45 31% 
59% 28% 
Hila 5 
18% 
725 55 
95 63 
106 81 
53% 30% 
38 26% 
126% 94 
20 486108% 
19 12% 
41 21 
78% 434 
95% 74 
67 47% 
48% 845 
3834 18% 
42% 38 
20 113% 
71 35% 
141% 79% 
118% 100 
124% 834 
52% 42 
3234 18% 
67 49% 
20% 7 
162 119% 
87% 43, 
ord 37 
67 464 
Gy 
3: 
Art] iad 
123° («114% 
71% 2659 
$5] 30: 
367 23% 
82 58 
121% 89 
65% 49% 
54 854 
10 4% 
50% 27% 
187 


Price Range of Active Stocks 
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Div’d 
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High Low Jan.10 Share 
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No. 2 of a series 


DEPARTMENTS OF 
OUR ORGANIZATION 


Serving 


Investors, Institutions and Banks 


SCRIPS AND 
RIGHTS 


As specialists in Subscrip- 
tion Rights and Dividend 
Scrips we can assist the in- 
when buying or 
selling such securities. This 
department also deals in 
Unlisted Stocks and Bonds 
and is at all times ready to 
quote markets thereon. 


Mc DONNELL & (0. 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 


vestor 





SAN FRANCISCO LOS ANGELES 


























FELLOWES 
DAVIS &CO. 


Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 


for. Investment 


Securities carried on 
conservative margin 


52 BROADWAY 
NEW YORK 












































Listed and Unlisted 
Bonds and. Stocks 


in all important 


American 
Canadian 


European 


Markets 


Private Wires to Principal Cities 


A. A. Housman & Co. 


Members 


New York Stock Ex. New York Cotton Ex. 

New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 

New York Produce Ex. N. Y. Curb Market 
Chicago Board of Trade. 


Associate Members of 
Liverpool Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Building, Philadelphia 
Amsterdam, Holland 


























We have prepared a 


32 Page Booklet 


containing careful individual 
analyses of 13 stocks listed 


on the New York Stock Ex- 


change: 


International Mercantile Marine 
American International 
General Asphalt 

Royal Dutch Company 

Davison Chemical Company 
New York Dock Company 
Vanadium Corporation of America 
Republic Iron & Steel 
Bethlehem Steel 

Middle States Oil Company 
Freeport Texas Sulphur 
Replogle Steel Company 

Pure Oil Company 


Write for Booklet MW-100 


SuTRO & KIMBLEY 
Members New York Stock Exchange 
Sixty-six Broadway 
New York 














ANSWERS TO INQUIRIES 
(Continued from page 535) 











market price of 33 this stock is given a 
value of nearly $40,000,000 as against tan- 
gible assets of not much over $15,000,000. 
For the past seven years earnings have 
averaged about $3 per share on this stock, 
but in 1922 took a big jump and are liable 
to show close to $7 a share on the stock. 
Of course, conditions in 1922 were highly 
favorable for the company and it may 
not be able to continue so large an earn- 
ing power. We feel, though, that the stock 
at present levels has good long-pull pos- 
sibilities in view of the dominant position 
the company occupies in its particular in- 
dustry. 


MAGMA COPPER 
Building New Smelter 


Can you furnish me with particulars in re- 
gard to Magma such as capitalization, ore re- 
serves, etc.?—F. K. J., Fort Wayne, Ind. 


The capitalization of Magma Copper 
Co. consists of $3,600,000 7% bonds, due 
1932, and 240,000 shares of no par value 
of an authorized issue of 350,000 shares. 
The bonds are convertible into stock at 
$33% per share. 

Ore resesves are estimated by the man- 
agement at 1,505,000 tons, containing 5.6% 
copper, 3.0% ounces of silver and 6% 
gold. It is stated that by far the greater 
part of these ore reserves can be consid- 
ered fully developed. The bond issue was 
put out to provide funds for the erection 
of a smelter at Superior, and to widen the 
Magma Arizona Railroad to standard 
gauge. It is estimated that these im- 
provements will enable Magma Copper to 
be one of the low-cost producers, and that 
under present conditions of wages, etc., 
it will be able to produce its copper under 
9c. a pound. The capacity of the com- 
pany’s concentrator is being increased to 
600 tons daily, and on the basis of mining 
600 tons daily, the production of the 
mines should reach 24,000,000 tons per an- 
num. The smelter will not be finished 
till the latter part of 1923, but when this 
is completed, Magma should take its place 
as one of the foremost high-grade copper 
mines in the country. It is our opinion 
that the stock has attractive long-pull pos- 
sibilities. 


PRESSED STEEL CAR 5s 
Yield 5.75% 


I would like to have your opinion as to 
whether the Pressed Steel Car 5% bonds are 
entitled to a good rating.—D. K. G., Chicago, 
m 


Pressed Steel Car Co. $6,000,000 5% 
convertible gold bonds, due 1933, are a di- 
rect obligation of the company and it is 
provided that while any of the bonds are 
outstanding the company will not mort- 
gage or otherwise encumber any of its 
property now owned and that current 
assets shall at all times be at least equal 
to the aggregate amount of indebtedness 


including the notes outstanding. Notes 
are convertible at any time after January 
1, 1924, up to maturity into common stock 
at par. The balange sheet as of Novem. 
ber 30, 1922, after giving effect to thi 
financing, shows net assets of $7,386 
each $1,000 bond. Independent appraisal 
of the properties indicate a value largely 
in excess of this figure. Net earning: 
after all deductions, including Federal 
taxes during the period 1916-1921, h 
averaged 8.7 times the interest require. 
ments on this issue. The eleven mon 
ended November 30, 1922, show a loss 
$1,115,933 which includes $600,000 
serves for depreciation and taxes. It 
stated that this loss was largely cause 
by the advance in wages and the unsett 
conditions caused by the railroad and coa 
strikes. In view of the large equity 
hind them, these bonds, in our opinion, 
entitled to a high rating. 


WHITE EAGLE OIL 
Showing Excellent Earnings 


Please give me a report on White E 
il.—S. J. G., Toledo, O. 


White Eagle Oil & Refining Comp:n 
for the eleven months ended Noven 
30, 1922, reported net earnings befor 
taxes and depletion of $3,159,299. Thi 
at the rate of about $11 per share on ¢ 
294,042 shares no par value outstandin; 
Deducting the same amount charged off 
for depreciation and depletion in 1921 
balance is equal to about $9 a share. 
company has maintained dividends at 
rate of $2 a share since its organization ir 
July, 1919. The company is a producer 
refiner and distributor, operating priuci 
pally in Kansas and Texas. It has a re- 
fining capacity of about 10,000 barrels a 
day, a storage capacity of more thian 
1,000,000 barrels of oil and a production 
of around 3,000 barrels per day. It isa 
well-rounded organization, the manage. 
ment is highly regarded and in view oi 
the earnings the stock appears to be sell- 
ing at a relatively low level. 

(Please turn to page 569) 


STRIKING CONTRASTS IN 
RAIL EARNINGS 
(Continued from page 503) 











Jersey; Delaware & Hudson; Missour 
Pacific; Lehigh Valley; Kansas City 
Southern, and Colorado & Southern. 

The earnings figure as tabulated in 
accompanying table are based on eleven 
months’ earnings and represent approx 
mately what the roads will show for the 
entire year of 1922. One of the intervst; 
ing features was the fact that Chicago 
Milwaukee & St. Paul made strides t 
ward recovery, earning 70% of its fice 
charges against 30% for the previow 
year. Seaboard Air Line also made som 
recovery along the lines of covering fixe 
charges. Probably the largest percentagt 
of increase in earnings was made } 
Louisville & Nashville, which earned onl} 
77% of its fixed charges in 1921, wheres 
it earned the imposing figure of $1¢ 
share on its common stock in 1922, 
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STOCK VALUES AND 
GOOD-WILL 


(Continued from page 509) Guaranty Trust Company 
Sterling Products, Inc. of New York 


Go d-Will Value in Contrast with 
That of Postum Cereal and 140 Broadway 
Beech-Nut Packing 








“ERLING PRODUCTS, INC., val- 
ues its good-will at a high figure in 
direct contrast with the balance 
«ts of the two companies previously 
ibed. In this case, instead of giving Condensed Statement, December 30, 1922 
» rely nominal value to an undisputably 
good-will value, as in the case of 
im Cereal and Beech-Nut, this com- RESOURCES 
ar frankly estimates this item, including 
tints and trade-marks, at the not incon- Cash on Hand, in Federal Reserve Bank 
able figure of about 6 millions. The and Due from Banks and Bankers $133,157,784.88 
nm, Seweeem, alien Sue © 0 Zap U. S. Government Bonds and Certificates....  54,035,851.65 
ic 1 in this policy inasmuch as the value 34,560 310.65 
s trade-marks and patents is high and 17 326,778.38 
’ ’ 2 


ccount of its having expended mil- 
in advertising these products. Sterl- 307,205,233.35 


Products, Inc., manufactures such Real Estate Bonds and Mortgages 2,551,650.00 
ersally known products as Bayer’s Foreign Exchange 1,509,517.42 
rin, Diamond Dyes, Cascarets and Credits Granted on Acceptances 39,838,677.04 
lerine. Real Estate 8,434,763.41 
sducting all items, including good-will, Accrued Interest and Accounts Receivable. . . 7,010,070.52 
common stock of this company would 
an asset value roughly of less than $605,630,637.30 

. share against a market price of about 

a share. According to the company’s 
figures of about 6 millions for good- 
trade-marks, etc., however, this 
jould add about $12 a share to the value 
f the stock, so that the combined total 
ld equal about $22 a share, including 
ible and intangible assets. Obviously, 
ar as liquidating assets are concerned, 


stock is over-valued in the market. Accrued Interest Payable and Reserve for 
re is, however, the consideration of Taxes end 


rning power, on which basis the stock is 
it tled to a fair price in the market. Since Due for Exchange Bought 
7, earnings of the company have risen Miscellaneous 
n about $760,000 to 1922 earnings (es- Acceptances: 
ited) of about 3.4 millions. On the New York Offices $28,967,280.19 
s of the latter figure, Sterling Prod- 10,871,396.85 
earned in 1922 over $6 a share on its 39,838,677.04 
000 shares of outstanding stock. The Outstanding Dividend Checks 608,533.00 
pany is paying dividends of $4 a share, Outstanding Treasurer’s Checks 18,909,846.57 
ng recently increased the rate from 491,.868.772.96 
’ ’ ° 
1 share. At present prices of 60 the 
1 is 6%%. The dividend rate ap- 
rs reasonably secure and though $605,630,637-30 
stock has already discounted to a 
at extent the increase in earnings, 
merits consideration from a long- 
ge viewpoint. 
is evident from these three examples 
it would be difficult to make a fair 


ely of cael ovsts. "In cach of there bit... HOTEL WOLCOTT 


s, market price is considerably above : : : : : 
idating value, even if good-will should f . ‘Fifth Avenue and Thirty First Street 


included. The fact is that the market eH #S i NEW YORK 


ces a high value on the earning power I GS 
these securities, which is logical inas- ; BD IG. pl ca: Centrally Located 


*h as the real alue of a stock depends Comfortable Appointments 


n what it can earn and on what it can 2 He Lm Rie 4 A. + ane At’ 3 
in the form of dividends. The best ee ee en 


Fa aS -with’ bath #4 
uide to investors therefore so far as 4t a ae | Room ’ f 
hoosing securities is concerned is the hl Sek Suites from °6 to 710 


‘a ning power of the company as applied 
) the particular stock in question. 


JANUARY 20, 1923 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
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Investment 
Opportunities 


Those with money to in- 
vest at the present time, 
whether in large sums or 
small, have an opportu- 
nity to lay the foundation 
for an immediate and 
continuing income by the 
purchase of sound in- 
vestment securities at 
prices yielding liberal re- 
turns. 


Write for Circular No. 769 
“Suggestions for the 
Discriminating Investor” 


Spencer Trask &Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 


























Stocks Bonds 
Cotton Grain 
Coffee Sugar 


Oil 




















Orders executed for Cash or Con- 
servative Margin 


PRIVATE WIRES THROUGHOUT 
THE SOUTH 


FENNER & BEANE 


Membere of 
New York Stock Exchange 
New York Cotton Exchange 
New Orleans Cotton Exchange 
Chicago Board of Trade 
New York Produce Exchange 
New York Coffee & Sugar Exchange 
Louisiana Sugar & Rice Exchange 
Associate Members of 
Liverpool Cotton Exchange 


NEW YORK NEW ORLEANS 
loor 


( 
27 William St. 818 Gravier St. 
Telephone Broad 8272 














Current Bond Offerings 
New Weekly Record Made 


N the second week of January, all 

records with regard to new bond 

issues, offered and sold in New York, 
were broken for any similar period in the 
history of the United States. The amount 
during this week was $246,000,000 par 
value comparing with $238,000,000 sold 
during the third week of 1922. Outside 
of the farm loan and foreign groups, the 
loans were pretty equally divided between 
municipals, public utilities, industrials and 
railroad, in about the order named. 

There were several important pieces of 
new financing. Among them were the 
Armour & Co. of Delaware $50,000,000 
bond issue of 5%4s. Another was a $35,- 
000,000 issue of 5s of the Bell Telephone 
Co. of Pennsylvania. Laclede Gas Light 
sold $17,500,000 5'%4s for refunding pur- 
poses. There was an active market for 
railroad offerings most of which were of 
the equipment trust type. A feature was 
the number of Canadian issues which 
were practically all municipal and provin- 
cial obligations. They were well received. 
In fact, all the new issues put out since 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 


Off'd Yield 

Amount (%) 
City of Detroit... ..$20,163,000 4.30-4.20 
City of Los Angeles 4,500,000 4.40-4.35 
City of Albany, N.Y. 1,860,000 3.85-3.80 
State of N. Carolina 10,000,000 4.40-4.375 


RAILROAD 


N. Y. Cent equ. tr.$12,660,000 4.50-—5.00 +- 
Norf. & W. equ. tr. 6,030,000 4.75 
Balt. & O. equ. tr. 13,875,000 5.20 
St. Louis, Iron Mt. 
& Southern ref.. 3,500,000 6.00 


FOREIGN 


City of Winnipeg. . .$1,300,000 
Prov. of Alberta.... 4,800,000 
City of Toronto... .10,053,000 
Prov. of Bth. Col’bia 2,000,000 


PUBLIC UTILITY 


Ohio Power $2,000,000 
United Lt. & Rys... 2,500,000 
Spring V. Water Co.22,000,000 
Bell Telephone 

Laclede Gas Light. .17,500,000 
Detroit Edison...... 1,500,000 


INDUSTRIAL 


Armour & Co. of 
Delaware .......$50,000,000 


FARM LOAN 


Louis Jt. . 
$1,500,000 4.60-5.00 


5,000,000 4.50-4.75 





2,000,000 4.62-5.00 











nal 








the beginning of the year have met with 
favorable response from the public, quite 
a number of these issues being oversub- 
scribed s@veral times over. 


A feature is the fact that despite th 
larger volume of offerings borrowers have 
not been obliged to pay larger premium; 
than heretofore ix. the past year. Rates 
at which these bonds are offered are prac- 
tically the same, within each group, a 
for a considerable period, indicating th 
large amount of funds still available ‘or 
Among investment houses 
for the best issues has be. 
come keen. Among new issues recerth 
offered there have been an exceptional 
number of high-casibre reflecting current 
opinion as to the nature of public demand 
It has been commented on previously that 
bond issues of a speculative type are 0 
meeting with. the same success as those 
of a more conservative nature. Investors 
evidently consider safety of principal 
interest of paramount importance. 


investment. 
competition 





FOUND:—A MAN WHO 
PRACTICES WHAT HE 
PREACHES! 


(Continued from page 524) 








prior to that date. At this time, it is t 
be paid out in instalments over a period 
of four years, to meet the requirements of 
a college education. By leaving my divi- 
dends at interest to the credit of the policy 
it will mature by this date. 

I have purchased a Non-Cancellable Ac- 
cident and Health policy that will pay me 
$25 a week if totally disabled, $37.5( 
week if confined to a hospital. In event 
of accidental death, or loss of both arms 
legs, eyes, hands or feet, $5,000 will lx 
paid, $10,000 if on a common carrier. 

I have also carried a deferred annuity 
contract for my wife, on her life, so that 
she will have a little income all her « 
from age 55 on, or when I begin to slij 


What It All Costs 


The whole program requires total 
posits of $1,128.82 each year, which is 17% 
of my income this year. It will provid 
my mother with $2,000 cash and $337.5 
year; my wife with $2,000 cash and $47.1 
a month and $50 average a year in ex 
interest for 20 years; my son with a « 
lege education and $15,000 ultimately 
after death of his grandmother 
mother; and twice these amounts if I 
killed by accident. 

I am sure of $280 a month from 
insurance if disabled permanently, and 
looking forward with confidence to an ol 
age of comfort and security. 

In conclusion, I will emphatically state 
that Life Insurance, as an institution, ha 
done for me what no other could hav 
done: It has compelled me to save mone} 
systematically. It has created a substan 
tial estate, without capital, to enable 
wife and son to carry on, in the event 
my being taken away early. Best of all, & 
it has given me an opportunity to become ff 
a useful citizen, because it has provided 
me with a vocation that is so obvious! 
beneficial to mankind. It takes but one 
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xperience in settling a death claim to 


rove 
ro\ 


the magnitude of life insurance 


ervice. 


I 


fe 


as 


leed, I can heartily recommend the 
nsurance field to any young man who 
nergy and vision. It is a life work 


, much bigger than any man engaged in 


hat many of our country’s best thinkers 


levoting their lives to the work of 
‘ring its unlimited opportunities for 
e. 





‘-ENERAL ASPHALT CO. 
(Continued from page 528) 





ement; slate-surface shingles with 


lalt body; expansion joints; pipe coat- 


and mineral rubber. In addition, the 
any’s Iroquois works engaged in the 
facture of huge asphalt mixers, of 
us types, as well as road rollers. As- 
's efforts were directed toward build- 
ip its sales of these manufactures, 
1 obviously offered a more varied 
e of income as well as an income 
could become more or less stable 
ghout the year, instead of purely 
nal. 
the time since 1919, the contrac- 
in trade generally was illustrated by 
ere decrease in the market for the 
any’s miscellaneous products. Dur- 
he same period, activity in new high- 
construction by municipalities has 
comparatively large, no doubt re- 
ng the advantage taken of tax ex- 
tion of municipal improvements. 
1e net result has been a setback in 
ral Asphalt’s efforts to establish it- 
as a manufacturer, principally, of 
alt products. 
t the present time, the company’s po- 
n contains little material calculated to 
the flames of speculation. The 1922 
was devoted to pulling it out of the 
that 1921 plunged it into. Its reve- 
increased materially during the year 
ough, it is believed, to possibly make 
iall balance for the year. The pre- 
ed dividend seems quite safe. 
othing is expected of any great con- 
rence from the oil department for 


me time yet. Asphalt’s interest in the 


bbean Petroleum Co. represents par- 
ownership in properties whose 1921 
luction is set at about 1.5 million bar- 
of crude. As this property was said 
mtain 9 producing wells, that produc- 
would be at an average daily rate of 
thing around 400 barrels per well. 
re this South American property de- 


lops into a factor of much importance 


he world oil markets, it is apparent 
development work will have to be 


rried considerably further than has so 
r been possible. 


Conclusion 


Altogether, a dispassionate attitude 


to 
ca 
6.2 


ard Asphalt securities seems to be 
ed for by the facts. At 80, to yield 
%, and with the dividend reason- 


ab'y well covered, the preferred is a 


fa 


em Cc 


business-man’s investment. The 
1mon at 45 is a speculation. 
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Safe in any hands 


When your bank check leaves your hands who 
handles it? Sometimes you know. More often you 
don't. Many times you are inconvenienced by having to pay 
cash instead of by check, simply because you are not sure 
of the endorsements that may follow. 


To meet these conditions, banks everywhere 
are adopting Super-Safety Insured Bank Checks which 
are protected by a $1000bond in- 

suring against fraudulent altera- 

tion, and by the services of the 

William J. Burns International 

Detective Agency, Inc. 





Insurance beats all the 
ingenuity ever devised for 
protecting checks. A crook 
would be very foolish indeed to 
tackle these checks to defraud, 
when there are so many checks 
in transit not insured and not 
protected. 








The mark of safety ap- 

pears on every Super-Safety You will Find shove, cliecne 
check —the word “Insured” in signs. The upper sige oe 
the right hand corner. And the foore ont en tolter'c sage 
good part of itis that this added 

protection costs you nothing. Ask 

your banker for these checks or 

write as for the name of one 

who will accommodate you. 


Ask VYour Banker 
. <A ) 

4/000 « : 

HARTFOonr 

; r - 


The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 
NEW YORK CHICAGO DF NVER 
ATLANTA DES MOINES SAN em 




















TELEPHONE 
Bowling Green 1700 


Our Current 
Offerings 


U. S. Government 
(ALL ISSUES) 
Yielding 3.36% to 4.50% 


State and Municipal 
West Virgina 


SO DUR Teed cccccccceccecses 4.20% 
Detroit, Mich. 

4% 8, 1928-41.........45. 4.25-4.20% 
Detroit, Mich. 

Sthe, 1929-33. cccccccece 4.30-4.20% 
North Carolina 

4%s Due 1955-59........... 4.38% 
Beaumont, Texas 

SS WD Fee Ob cccccceccccss 4.70% 

Canadian 

Prov. of Alberta 

et Sa anit i hee eee 5.20% 
Gr. Winnipeg Water Dist. 

FE rrr ree 5.25% 


Foreign Government 
Kingdom of Norway 


3 SS | arse 6.00% 
Republic of Haiti 

2 ere 6.25% 
Argentine Govt. 

tT Pi Pcceiereccenén awd 6.40% 
Republic of Chile 

3 ae 7.30% 


Railroad and Industrial 
c. B. & Q.— Ill. Div. 


2 2 Caan teas occas eee 4.60% 
Detroit Term. & Tunnel 

WN ME COU ones «scseses 5.10% 
Central of Gorrtia Ry. 

Oe Be See vascccccssecess 5.80% 


DUS BUD BGP ec ccccccscceces 03% 
Grace Steamship 

Ge BD Tower eccccccccccecs 6.25% 
Cuba Railroad 

The Dee B5S6. cccccccccoses 6.95% 
Vertientes Sugar Co. 

PO BES Wee ccccccccccecess 7.25% 

Public Utility 

Consumers Power 

BD WD Tec ceoescceccscess 5.50% 
So. Calif. Edison Co. 

ie Pete cnneeeeecnead 5.50% 
Utah Light & Trac. 

5 gS rer 6.00% 
N. Y. Steam Corp. 

Ge BD Fear cccccccccvccece 6.17% 
Tenn. Elec. Pwr. Co. 

Oe Se MP ccceecscecccesed 6.45% 
No. Ohio Trac. & Lt. 

Ge Due 1947. ccccccccccccces 6.50% 
Portland Ry. Lt. & Pw. 

7Uese Due 1946.......ee eens 6.88% 


Offered subject to prior 
sale and change in price. 


Our complete list of recommendations 
on request 


The National City Company 


Main Office: National City Bank Building 
Uptown Office: 42nd St. & Madison Ave. 

















INCOME TAX DEPARTMENT 
(Continued from page 537) 








declared, is analogous to a situation where 
a person has a ten-dollar bill and changes 
it for two fives. The stock originally 
held represented an interest in certain 
assets. After a stock dividend, the total 
number of shares held represents the 
same interest in the same assets, except 
that the interest of each share is propor- 
tionately reduced. In other words, if a 
corporation has $100,000 of assets and one 
thousand shares outstanding, each share 
has an undivided interest in the assets of 
$100. If, then, a stock dividend is issued 
whereby an additional one thousand shares 
of stock is distributed, it is obvious that 
the $100,000 assets have not been affected, 
but that it is now represented by two 
thousand shares, each having an undivided 
interest in the total assets of $50.00. The 
tax effect of the transaction itself, there- 
fore, is nil. 

It is also popularly conceived that the 
declaration of a stock dividend is a means 
of avoiding the imposition of Section 220, 
that has been so :1uch discussed of late. 
Section 220 imposes a penalty of 25% 
on the net income of those corporations 
who are formed or availed of for the 
purpose of preventing the imposition of a 
surtax on their stockholders by unreason- 
ably accumulating their profits. To put 
the matter more simply it is a penalty 
upon the corporation that accumulates its 
profits beyond its reasonable needs, in- 
stead of distributing them to the stock- 
holders in the form of dividends. As Sec- 
retary Mellon has declared a stock divi- 
dend can have no effect whatsoever upon 
the applicability of this section. If the 
corporation accumulates its profits be- 
yond its reasonable requirements, it will 
be subjected to the penalty imposed by 
Section 220, whether or not a stock divi- 
dend is declared. This obviously follows, 
since the stock dividend distributes noth- 
ing, and the purpose of the Section is to 
impose a penalty upon corporations that 
unwarrantedly distribute nothing. Fur- 
thermore, if there is no unreasonable ac- 
cumulation of profits, the Section does 
not apply, even though not a dollar of 
surplus is distributed as a dividend. We 
can, therefore, dismiss that factor in the 
declaration of stock dividends. 


The next feature that has been ad- 
vanced towards the declaration of a stock 
dividend, is its relation to an undistributed 
profits tax that may be enacted by Con- 
gress. However, assuming that Congress 
does enact an undistributed profits tax, 
how will a stock dividend in any way 
minimize the taxpayer’s liability? An 
undistributed profits tax from its very 
term means a tax on profits that are not 
distributed. It has already been shown 
that a stock dividend distributes nothing, 
hence the tax on the undistributed profits 
would be imposed, stock dividend or not. 

Furthermore, from a practical stand- 
point, is it reasonable to assume that Con- 
gress would enact a law where it would 
be so simple a matter to avoid it? Would 
not every corporation declare a stock divi- 





THE MAGAZINE OF WALL STREET 


dend and thereby make ridiculous the 
spirit of the tax? 

Another factor to be considered in th:s 
connection is that, at best the undistribu:- 
ed profits tax would be applied on current 
earnings, so that accumulated surpluse;, 
whether in the form of undivided surplus 
or capital as a result of a stock dividenil, 
would probably not in any event come ur - 
der its jurisdiction. 

It can, therefore, be seen that the three 
king-pins of the stock dividend fall. ‘t 
has no effect, of itself, upon the corpor: - 
tion or the stockholder, it does not in ary 
way avoid the imposition of Section 22(; 
nor does it put the corporation in a more 
favorable position with respect to a fr- 
ture undistributed profits tax. 


Advantages and Disadvantages 


What, then, are some of the real advar - 
tages and disadvantages of a stock div - 
dend? 

Insofar as the advantages are cor- 
cerned, there is for one, the factor of ir - 
creased marketability of the stock. Stock 
that has a market value of $500 per share 
is obviously not as marketable as a share 
having a value of $100. It takes a much 
larger investment to purchase the one és 
against the other and, therefore, creates 
a more limited market. Break up that 
$500 value, however, into five $100 shares 
and you immediately bring a share cf 
stock within the market of the average 
investor. 

Another very important effect of the 
stock dividend is the obliteration of the 
surplus account so that it cannot be easi- 
ly pointed to by the public as a sign of 
accumulation of unreasonable profits. 
Corporations that have accumulated large 
surpluses are always held out to the pub- 
-lic as profit gougers. By the capitaliza- 
tion of the surplus account the amount of 
accumulated undistributed profits is auto- 
matically eliminated from the face of the 
balance sheet. Also the issuing of a stocx 
dividend results in a lower rate of cas) 
dividends being paid in that it is spread 
over a larger number of shares. A larg: 
corporation declaring 25 to 30 per cent on 
its capital stock annually would ordinari- 
ly attract considerable comment, whereas 
corporations declaring nominal dividend 
rates on outstanding stock are not subject 
to such notice. The Standard Oil Com- 
panies are excellent examples in this re- 
spect. The old Standard Oil Company, 
before it was segregated, used to declar: 
large annual dividends which resulted in 
continual newspaper comment and discus- 
sion. Since the breaking up of the old 
corporation into many parts and the in- 
crease of its capitalization by stock divi- 
dends less is heard about the large divi- 
dends paid. 

Furthermore, the stock dividend is « 
convenient method employed by the large 
corporations, especially public utilities 
that make their balance sheets public 
since the stock dividend reflects as capi- 
tal what was really surplus and, there- 
fore, makes less probable the action of 
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gislatures that are “after the big inter- 
ts.” Everyone looks with awe upon 
dance sheets showing large surpluses. 
‘lhey point to it as the surest indication 
at the people are being mulcted. Con- 
rt that surplus into capital and imme- 
lately the basis for oppression disap- 
p ars.- 
Then, there is that psychological factor 
hat gives the stock dividends an advan- 
t.ge. This was perhaps more significant 
former days than at the present time, 
r it will be recalled that formerly wher 
stock dividend was announce the mar- 
t value of the stock always rose and 
cckholders were put in a happy frame 
mind, because they beiieved they were 
tting long sought “dividends.” Fur- 
t ermore, there was that added effect of 
iking him feel that he now has two 
ures where he formerly had one and the 
tra share comes to him with no cost at 
The fallacy, of course, is obvious. 
t, the human psychological factor ex- 
s. Of late, however, stock dividends 
ve become so numerous, that the invest- 
r public has begun to take pains in de- 
mining just what is the effect of a stock 
vidend. When the truth is discerned, 
» desire for stock dividends naturally 
ninishes. 
[he foregoing are possible advantages 
it may be attributed to the stock divi- 
nd. What are some of their disadvan- 


=a? 
To begin with, there is the possibility 
the increased taxation. This being one 
financial consequence may, therefore, 
itweigh any or all of the advantages. 
he increase in taxation would be evi- 
nt where the tax is based on the capital 
ock. For instance, the New York State 
ranchise Tax is levied either on 44% 
the net income or on $1.00 a thousand 
1 the outstanding capital stock, which- 
er is higher. It is obvious, that if a 
mcern runs at a loss or a small profit 
id the tax is based on the capital stock, 
larger tax will be paid by the concern 
iat capitalized its surplus than by the 
poration that permitted its profits to 
cumulate as undivided surplus. Taxa- 
m on capital stock is a very popular 
isis and exists in many of the states. 
or that reason, the facts pertaining in 
ly particular situation must be carefully 
udied before a stock dividend is issued 
id the increased tax liability created. 
Another disadvantage of the stock divi- 
nd, and this time from the investor's 
indpoint, is that he foregoes the possi- 
lity of receiving the profits that have 


~ 


— © ~- - 


leen capitalized as u dividend and the only 


ay in which he can hope to realize upon 
is to sell part of his holdings. This, 
ywever, results in a reduced interest in 
ie total assets of the corporation and, 
ierefore, has serious drawbacks. 
Thus, there is outlined a résumé of the 
why” of stock dividends. It is apparent 
iat the circumstances existing in any 
articular case must first be considered 
fore a general conclusion can be drawn. 
ne thing, however, can be said, and that 
that stock dividends under existing 
‘evenue Acts do not place a corporation 
1 any more favorable position than they 
re without them, and under many of the 


‘tate Corporation Taxes put them in a 


10re unfavorable position. 























Equitable Service for banks 
1. Commercial paper 


Because of its except vnal credit gathering facilities, 
The Equitable is able to offer special service to corres- 
pondent banks in the market for commercial paper. 

The work of our Credit Department covers the 
entire world, and the latest available information 
concerning the standing of corporations and 
firms, both domestic and foreign, may be secured 
promptly through us. Write for further particulars. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


DISTRICT REPRESENTATIVES 


FOREIGN OFFICES PHILADELPHIA: Land Title Building 


LONDON: 3 King William St., E.C.4 BALTIMORE: Calvert and Redwood Sts. 
PARIS: 23 Rue de la Paix CLEVELAND: 629 Euclid Avenue 
Mexico City: 48 Calle de Capuchinas CHICAGO: 29 South La Salle St. 


SAN FRANCISCO: 485 California Street 




















HAVE YOU TAKEN 
INVENTORY 


OF THE SECURITIES YOU ARE HOLDING? 


Some of them may be in a sense a liability. 
Some that you have regarded as worthless may be coming into 


their own. 
Some of them have reached the zenith of their value and should 
be sold. 
Our advice and recommendations may be had without incurring 
obligations. 
LAWRENCE CHAMBERLAIN & CO., Inc. 
One Hundred Fifteen Broadway New York 

































STANDARD 
OIL 
BOOKLET 


(JUST OUT) 











Everyone interested in Standard 
Oil stocks should send for a 
copy. Contains complete in- 
formation to date, including 
stock dividends, capital changes, 
earnings, etc., on all listed and 
unlisted issues. 


Ask for M-35 


We solicit orders in Standard 
Oil Securities for cash or on 
conservative margin. 


Chas. Sincere & Co. 


141 W. Jackson Blvd. 
Telephone Harrison 8933 


Members New York Stock Exchange 
Chicago Stock Exchange 
Chicago Board of Trade 


Chicago 













































Waldorf 


System, Inc. 


Operates 103 lunchrooms lo- 
cated in New England, New 
York State, New Jersey and 
Ohio. 

A cash business with inven- 
tory turnover of 24 times a year 
and working capital turnover of 
16 times. 

Earnings of the company for 
the last three years averaged 
$546,045. 

Earnings for 11 months this 
year, to November 30, have 
been $1,112,514, or $4.95 per 
share on the common stock. 


Common shares listed on the 
Boston Stock Exchange. 


Descriptive circular on request 


Richardson, Hill & Co. 


Established 1870 
50 CONGRESS ST. 


Members of New York, Boston and 
Chicago Stock Exchanges 


BOSTON 



























FOREIGN TRADE AND 
SECURITIES 
(Continued from page 499) 











paper. In this city there were thousands 
of such transactions going through the 
banks each day, representing the imports 
and exports of goods and services. Nat- 
urally the amount that debtors in this 
country owed English creditors and vice 
versa did not balance each day, and it was 
the excess of one over the other that 
created the supply of or demand for ster- 
ling exchange, which in turn caused the 
slight fluctuations in the exchange market. 
When the balances became very heavy, 
the bidding for or offering of sterling bills 
advanced or depressed the price to such a 
degree that it became cheaper to settle 
balances by the actual transfer of gold 
between the two countries, notwithstand- 
ing the cost of packing, shipping and in- 
surance. 
Pegging the Market 


During the war the transactions between 
the Allies and the United States were ex- 
tremely heavy. For various reasons, not 
necessary to clarify the purposes of this 
article, the principal European nations left 
orders with bankers in this country to buy 
all exchange offered. This was known as 
pegging the market and, while the opera- 
tion was undoubtedly an expensive one 
owing to the enormous balances the Allies 
owed the United States for purchases in 
this country, it was considered good policy 
to accept it as part of the cost of the war. 

With the ending of the war, the reasons 
for this pegging no longer existed and the 
market was left to its own resources. An 
important change had taken place, how- 
ever, and the history of the market since 
the ending of the war cannot be considered 
in the light of pre-war days, for many 
new factors have entered into exchange 
rates. 

With few exceptions, among them being 
the United States, the principal countries 
of the world are not now on a gold basis. 
If the Allies had maintained the gold 
standard during recent years their supply 
of gold would have been exhausted long 
ago for the reason that their debts to 
other countries were so much larger than 
their credits in such countries. The dis- 
carding of the gold standard, however, 
has created the utmost confusion and ir- 
regularity in the foreign exchange market 
and has necessitated the creation of a 
makeshift to take its place. The producer 
in the United States who sells his goods 
abroad in terms of foreign units cannot 
be certain from one day to another how 
much he will receive for his product when 
he is able to exchange his evidence of in- 
debtedness into American dollars. In the 
place of a standard value, fluctuating 
within narrow limits, the foreign exchange 
market during the past two years has wit- 
nessed changes in currency values of 50% 
over night. Some currencies have declined 
to practical worthlessness, others have 
apparently settled, for a period at least, at 
a third or a fourth of their par value, 
while a few, the most important example 
of which is the pound sterling, are slowly 
but steadily returning to their par value 
and a resumption of the gold standard. 
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The principal statistical element affect- 
ing the foreign exchange market since the 
end of the war is inflation. This has 
been brought about by many causes, but 
a brief résumé of the French situation 
will suffice to explain the effect of infla- 
tion on the franc. Under the gold stand- 
ard the French government knew to what 
extent it could issue paper currency with- 
out, in effect, causing a run on its gold 
reserves. It is the same theory that 
applies to banking. The bank knows how 
much cash it must keep on hand to satisfy 
the demands of its depositors, and this 
amount is always considerably less than it 
actually owes its depositors. As financial 
experts, bank examiners and others know 
when a bank is operating under unsound 
practices, so the whole world knows whcn 
a nation issues too large a volume of paper 
for the amount of gold it owns. Since 
the war the expenses of the war and cf 
reconstruction have been greatly in excess 
of the ordinary receipts of governmen's 
such as France, with the result that such 
governments have had to borrow far be- 
yond any capacity conceivable before the 
war. That is true also of the United 
States with its 20 billion dollar debt. This 
country, however, has had a comparatively 
simple problem in that at no time has it 
been in real danger of being unable to 
fund its debt into long-term obligations. 
It is a banking problem that is being 
handled in a highly skillful manner by the 
present Secretary of the Treasury, a thor- 
oughly trained banker. But even the 
United States has not escaped inflation, 
and it was the inflation brought about by 
both government and commercial demands 
for money in 1919 that was largely re- 
sponsible for the depression that followed 


France, however, has had to do much of 
its financing by short-term  securiti 
which have to a large extent entered int: 
her currency system, thereby enormous!y 
expanding the amount of currency out- 
standing. The subject of currency infla- 
tion is one that is too involved to go in! 
at any great length here. When a gov- 
ernment, however, issues currency beyond 
a certain point the value of the existing 
currency is depreciated and a certain unit 
such as a franc, has a decreased purchas- 
ing power. This in turn depreciates the 
value of a franc ia another country, as 
without the gold standard the value 
francs to a holder in a foreign country 
determined primarily upon its purchasing 
power in France. In other words, an 
American owner of francs, knowing that 
he cannot obtain gold for those francs 
France, must theoretically buy goods wit! 
them, transport the goods to the Unite: 
States and sell the goods here for Amer- 
ican dollars. That is not the process th: 
is actually gone through with, but it is in 
effect what takes place. 


, 


Political and Other Factors 


There are other factors that enter into 
the purchasing power of a foreign cur- 
rency unit than inflation, however, and it 
is these other factors that have had muc) 
to do with the irregularity that has char- 
acterized the exchange market in the past 
two years, and particularly in 1922. Thesz 
factors are, broadly, political, psychologi- 
cal and moral, and it is through a study 
of these factors that the story of foreig 




























































































xchange in 1922 can be understood, and 
is also through an understanding of 
se factors that one may be able to make 
1e fairly accurate determination of the 
rse of exchange during 1923. 
Inder the gold standard there was a 
nite mathematical proposition with 
ch .to contend. Under the present 
is, in which the purchasing power of a 
rency unit determines to a large extent 
value of that unit in terms of a foreign 
, there enters into the problem all of 
uncertainties that exist within the 
ntry itself as well as public opinion 
yughout the world regarding the politi- 
and moral developments going on in 
t country. An analysis of the foreign 
hange movements during the past year 
Jhasize these factors. 
n the case of Great Britain, sterling 
ned the year around $4.20 and climbed 
wly but steadily until June. During 
t period, sterling, as with all the Euro- 
n currencies, was helped psycho- 
ically by the hopes of the world, in- 
preted as far as actual exchange rates 
» concerned by speculation, that the 
oa and the bankers’ conferences would 
ilt in some solution of the reparations 
| debt problems. The failure of the 
er conference, which was held to dis- 
s a loan to Germany, caused a slump 
sterling for a brief time, but the up- 


vird course was soon resumed and cul- 


iated in a new high for sterling since 
low point of February, 1920, when it 
ched $3.20, of $4.69. But during the 
ir there was marked improvement in 
itish financial and trade conditions. The 
vernment of Great Britain had suc- 
ded in balancing its budget, in starting 
a reduction of its debt, and had com- 
nced to deflate its currency. London 
entered the international loan market 
| again became an important factor in 
t field of finance. 
In all it was a year of great progress 
England. Politically, the developments 
re favorable, particularly the succession 
the Bonar Law cabinet, replacing the 
yd George coalition, for the new gov- 
ment was considered more friendly to 
ince and that opened the way for an 
reement on the reparations problem. 
ychologically, the elements were favor- 
le because the world noted the improve- 
nt in British conditions and faith in her 
ly recovery and resumption of financial 
dership was enhanced. This faith in a 
ntry is somewhat similar to, and as 
uable as, good-will to a corpbration. 
rally England proved time and again 
r desire to recognize and pay her debts 
| actually commenced to pay interest 
her debt to the United States govern- 
nt. 
In direct contrast to England, there was 
» case of Germany. German exchange 
ened the year around half a.cent and 
r the first half of the year its decline 
ntinued, but in an orderly manner. This 
cline was due almost entirely to the ex- 


traordinary inflation of currency. With 


e failure of the Genoa and bankers’ con- 
rences, however, the decline became 
ecipitate and the mark closed the year 
ith a value of about one one-hundredth 


' a cent, practically worthless, and with 


» hope of recovery. Even that large 
my of speculators in German marks 
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Do you ever 


talk things over 
with your home bankerr 





EARLY every business man is 
conscious at times of being too 
close to his own business to 
see it clearly. 


Wy / \ 
i} 






This applies to the merchant, manu- 
facturer, farmer, professional man. 


A talk with some of the officers of 
your home bank will often throw a flood 
of light just where it is needed most. 





Money matters may never come up in 
the discussion—though you will prob- 
ably get a clearer picture of contempo- 
rary finance, too, of unexpected value. 


Your banker sees so much of so many 
different lines of business, that his views 
come from a broad knowledge of the 
trend of affairs the country over. 


All in all, your home banker can be 
your most valuable business acquain- 
tance—if you will let him. 


Not the least of his services is his 
ability to execute your banking bus- 
i iness in New York 


THE FARMERS’ LOAN 
AND TRUST COMPANY 


16-22 WILLIAM STREET 
NEW YORK 








CHARTERED IN 1822 
“FOR Tii= PURPOSE OF ACCOMMODATING 
THE CITIZENS OF THE STATE" 

















































































MEMBERS 





ODD LOT. 


offer you a means of cre- 
ating capital from your 
surplus income by invest- 
ing in marketable, in- 
come-paying securities. 
We specialize in the ex- 
ecution of Odd Lot or- 
ders for any listed secur- 
ity. 

Send for booklet 


telling you about 
Odd Lot Investments. 


Ask for No. MW. 


GisHo « (HapMAN 


Members New York Stock Eachenge 
52 Broadway, New York City 
Telephone BOWling Green 6500 













































Exempt from All Federal*Income Taxes 
$60,000 

City of Fort Worth, Texas 

$4,000 due each Jan. 1, 1924 to 


1938 incl. 

Principal and Semi-Annual In- 
terest payable in New York 
FINANCIAL STATEMENT 

Assessed Valuation 


EY ‘aeua eg an $129,875,110 
Net Debt (about 
| ee 4,132,380 


Population (1920), 106,482 


These Notes are the direct ob- 
ligation of the City of Fort Worth, 
County Seat of Tarrant County, 
incorporated in 1873, Fort Worth 
is one of the largest and most im- 
portant cities in the Southwest, 
and the third largest live stock 
and packing house center in the 
country. 


Price to Yield 4.50% 


Further particulars of the above and 
other Municipal Bonds yielding up to 
6% sent on request for January Circular, 


BRANDON. GORDO 
WADDELL 
MUNICIPAL BONDS 


89 Liberty Street New York 
Telephone, Cortlandt 3183 
































have lost faith. Germany’s whole attitude 
has been one of repudiation, deliberately 
planned and executed. Morally German 
finances are as low today as Germany’s 
methods in the war. The most unfor- 
tunate feature of German exchange in the 
past year, in some respects, was the harm 
the decline had upon the exchanges of 
other countries that had receipts due from 
Germany, and also the harm caused to 
foreign trade of other countries by the 
cheapening of German goods. 


Decline in French Exchange 


French and Belgian exchanges also de- 
clined during the year. Both held up well 
during the first half of the year while the 
conferences were going on, but later, with 
the realization that Germany would or 
could not pay reparations for some time to 
come, and with the inability of France to 
balance her budget, with continued in- 
creases in currency output, and as a result 
of other unfavorable factors affecting 
both countries, the French and Belgian 
francs declined rapidly. The Belgian 
franc is influenced sympathetically by the 
French, and there will be no prospect for 
the latter until France is able to balance 
her budget, reduce her currency and is 
assured of a definite settlement of the 
reparations problem. 

Italian exchange was affected largely by 
political conditions within that country. 
Lira declined steadily during most of the 
year, but with the rise of the Fascist 
cabinet, there was a distinct improvement 
in December. There was a decided im- 
provement in the exchanges of Holland 
and Sweden and both of these countries 
showed a recovery to around par. Nor- 
way and Denmark both made progress, 
while Spain remained steady throughout 
the year. 


Czechoslovakia made the most notable 
progress of the Central European coun- 
tries, her exchange doubling in value 
during the year. The finances of this 
country have been remarkably well 
handled and the country is gradually 
building up a gold reserve of good pro- 
portions. Finland also displayed remark- 
able progress. On the other hand, 
Austrian exchange declined to worthless- 
ness and Roumania also lost ground 
during the year. 

In South America there was a general 
improvement, particularly in Argentina, 
Chile and Uruguay. Brazilian exchange 
did not do as well as the other three 
countries just mentioned, but conditions 
are considerably better in that nation and 
a real improvement may be looked for 
this year. 


The Outlook 


Though the reparations and debts prob- 
lems may be solved eventually, some 
nations, such as Germany and Austria, 
will have to adopt new currency systems, 
based upon gold. Others such as France, 
Italy and Belgium, will possibly have to 
reduce the par va: -: of their units. Eng- 
land, on the other hand, is approaching 
par steadily and conservatively, while 
most of the neutral European nations will 
be able to maintain the gold standard at 
their old values. 








CONSOLIDATED GAS CO. 
(Continued from page 527) 











never adequately disclosed by its income 
accounts contained in the annual reports 

With the higher rates in effect, the 1922 
showing will undoubtedly be a record on:, 
as rate of $1.50 a thousand went into e’- 
fect immediately following the decision cf 
the United States Supreme Court rer- 
dered early in March. Reflecting lower 
operating costs, later in the year a volu:.- 
tary reduction to $1.25 was made and sti 
later a 10% reduction was ordered, part'y 
offset by a reduction in the standard cf 
gas furnished. 

Despite the cloud of regulation by 
municipal officials which recently 
came on the horizon, there is every 
reason to believe that 1923 should be 
another record year, as rates sti'l 
stand where they did in the late 
months of 1922. 


New York Edison Co. 


Being its principal subsidiary upo. 
which it drew to the extent of 8 millions 
in dividends in 1922, New York Edison 
Co. is vitally important to Consolidated 
Gas. Edison is controlled through a 100° 
stock ownership. In the early months of 
last year, when the decision of the United 
States Supreme Court was in doubt and 
ready funds were lacking to pay the divi- 
dend on Consolidated Gas Co. stock, Edi- 
son Co. declared an extra dividend of $2 
a share, permitting the parent company to 
maintain its dividend rate unimpaired. It 
is estimated semi-officially that Edison's 
earnings in 1922 available for dividends 
were 13 millions. 

As an electric producing and distribut- 
ing property, there are few companies in 
this country which excel it from the view- 
point of earning power and stability of 
earnings. Owning entirely the 87 millions 
capital stock, this company constitutes an 
extremely valuable asset for Consolidated 
and one which is an assured source of 
earnings to it. 

















N. Y. EDISON CO. EARNINGS 
Amt. Per 
Net for Divs. Share 
er $8,855,534 $17.66 
A 9,468,641 18.87 
1914... 9,723,935 14.74 
1915... 9,348,885 14.17 
1916... 8,985,939 14.18 
1917... 6,633,385 10.45 
1918... 5,183,746 
1919... 7,246,140 10.99 
1920... 234, 8.98 
ee 10,329,753 11.91 











Demand for electrical energy in terri- 
tory served by it and subsidiaries has 
almost doubled in six years. The company 
is rich in liquid assets as a result of not 
paying over to the parent company en- 
its surplus earnings, which have 


tirely 
been placed back into the property. 


Dividends at the rate of $6 annually 
were paid to Consolidated Gas on its hold- 
ings up to 1915, when the rate was ad- 
vanced to $7, and in 1922 a special pay- 
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A Practical Bond Record Booklet 


We have arranged this Bond Record Booklet for listing 
securities to show accurate account of maturities, rates, 
denominations and normal tax paid. A record of these points 
will assist you to prepare your income tax report, as well as 
remind you when coupons are due. 

Coupons do not increase in value, nor produce income 
unless cashed and reinvested. If you have not clipped your 
coupons on time and reinvested these funds you have lost 


an opportunity for income. 


We will gladly send you a copy of the Bond Booklet and 
you will assume no obligations whatever. 


Ask for Booklet N-14 


AMERICAN Bonp & MortcAGE Co. 


INCORPORATED 


CAPITAL AND SURPLUS OVER $3,000,000 


127 No. Dearborn Street 
Chicago 


Cleveland, Detroit and other leading cities 


Thousands of investors thruout the United States have purchased from 
us many millions of dollars of First Mortgage Bonds, secured by improved 
city properties, and without the loss of one dollar. 


345 Madison Avenue 
New York 














ment of $2 extra was made, making $9 in 

all for the year. Thus, in 1921, while net 

for dividends amounted to more than 
millions, dividend payments were only 

little more than 5 millions. This is typical 
other years. 


Hidden Assets 


The Edison Co. is the chief source of 
msolidated Gas Company’s so-called 
dden assets, little of which is heard. In 
the ten-year period ended December 31, 
1021, surplus earnings in excess of divi- 
nd payments amounted to more than 
5,000,000. As the parent company is the 
Ider of the entire capital stock out- 
sianding, it is also the owner of these 
uities and could declare for its own use 
larger dividend if the need arose. 


It was no doubt to pass on to stockhold- 
s in part some of the benefits to be 
rived from these hidden assets, that the 
rvcent adjustment of the capital structure 
was proposed. The new no par value 
common shares of the Consolidated 
Cas Company appear to be in line for 
larger dividend disbursements than 
vere obtained through the old stock. 


tho 
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INVESTORS’ VIGILANCE 
COMMITTEE, INC. 
(Continued from page 525) 





National Trust” would not be simply a 


[romoting agency, that the oil-company 
jor JANUARY 20, 1923 


office and the office of the financial or- 
ganization was one and the same place. 

In one case we found a Texas oil com- 
pany boldly circulating literature with the 
statement printed on the front “Guar- 
anteed by the. .... National Bank of 
rrr Texas” while inside they set forth 
in glowing type “To our knowledge we 
are the only oil organization in the world 
giving a National Bank guarantee.” Our 
organization made short work of this 
proposition by calling the attention of the 
U. S. Treasury Dept. to this literature 
with the result that we were advised it 
was being done without the knowledge of 
the bank in question and that the litera- 
ture had been withdrawn. Some of it, 
however, had already been circulated and 
a few investors induced to invest on the 
strength of the statement made. 

We could go on and give you instance 
after instance that has come to our at- 
tention, cases we have turned over to the 
Post-Office Department or the Treasury 
Department or local prosecuting officials. 
We could give you additional lines of 
“jolly” handed out by the salesmen of 
this or that bunkum outfit, and numerous 
cases of the “follies” that have resulted 
by well meaning and hard-working peo- 
ple investing without first inquiring into 
the merits of the proposition. 

The literature that has come to us has 
covered every field of investment or pro- 
motion endeavor. The promoters that we 
have interviewed in many cases have 
handed us the biggest lines of “jolly” in 
talking about the wonderful merits of 


their particular scheme—but—when we 
always get to that part of our interview 
where we ask them for their cash state- 
ment, we realize the “folly,” because it 
isn’t forthcoming in most cases. 





U. S. INDUSTRIAL ALCO- 
HOL CO. 


(Continued from page 516) 











The position of the common stock at 
the present time is very different from its 
position in April, 1922. At that time the 
stock was selling 20 points lower and there 
was little question but that the bull mar- 
ket still had many months to run. At 
the present time there are many indica- 
tions that the market is in an uncertain 
position. Under these circumstances a 
highly speculative stock such as United 
States Industrial Alcohol, selling only a 
few points under its high for the past 
year, should be regarded as a doubtful 
commitment. While it is true that the 
outlook for the company is encouraging, 
it probably will have excellent use for its 
money in developing further its various 
side lines, and it may be some time before 
a liberal dividend policy is adopted toward 
its stockholders. As a non-dividend 
payer under unfavorable market con- 
ditions, the stock could easily work to 
materially lower levels, even though 
the company is doing well. 
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TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 


Diversification 


For the diversified 
investment of $5,000 
or more we have 
prepared lists of sea- 
soned bonds yielding 
5%, 5Y2%, 6% and 


%. 


Correspondence 
Invited. 


25 Broad St., New York 
208 Se. La Salle St., Chicago 














Brokerage Service 


In Listed Stocks 


Personal attention to 


the requirements of 
clients. 


Rapid executions and 
prompt reports. 


Statistical information 
and balance sheets 
showing positions of 
corporations and rail- 
roads, 


Correspondence Invited 


Joseph Walker & Sons 


Feunded 1855 
Members New York Stock Exchange 
61 Broadway New York 
Telephone Bowling Green 7040 


GUARANTEED STOCKS 
RAILROAD BONDS 
FOREIGN BONDS 





Over-the-Counter 


IMPORTANT ISSUES 
Quotations as of Recent Date 


Aeolian-Weber 12 
Pid. 55 
American Piano , 
Pfd. sg 
American Type Founders.... 70 
Atlas Portland Cement 62 
Babcock & Wilcox........... *106 —108 
Borden Co. —117 
Bucyrus, pfd. —105 
I errr —103 
Childs Co. —126 
Congoleum Co., Ist pfd. ..... — 96 
Congoleum, com. —135 
Crocker Wheeler — 600 
Pfd. —100 
—142 


Gillette Safety Razor 
Ingersoll Rand 
New Jersey Zinc 
Niles-Bement-Pond 
Phelps-Dodge Corp’n. 
Royal Baking Powder 
Savannah Sugar 
Pfd. 

Singer Mfg: Co. 
Thompson Starrett 
Victor Talking Mach. (New) 
Ward Baking Co. 
Yale & Towne 
rr 

*Ex 3314%. 

fListed on N. Y. Curb Exchange. 





EVELOPMENTS in the over-the- 

counter market during the fortnight 

were generally favorable to the in- 
vestor-holders of securities in the above 
list. The market was firm throughout. 

A feature of the dealings was Congo- 
leum Co. common. This stock sold at 
$125-135 a share, and at that level rep- 
resented the equivalent of some $380 a 
share on the old stock, which began to 
climb when it was selling around $50. 
This is one of the most sensational per- 
formances in the whole security list, 
whether listed or unlisted. 

The company’s strong position was 
brought out in the December 23rd issue, 
when it was shown to have current assets 
of $5,570,000 against current liabilities of 
only $1,910,000, over $540,000 in cash and 
no bank debt. 

Congoleum’s sales reached record fig- 
ures in the closing month of 1922. For 
the entire year, its total volume of sales 
are expected to approximate nearly $15,- 
000,000, or some 60% in excess of the 
1921 figures. Costs have been kept down 
in spite of this enormous increase in oper- 
ations, and net earnings for 1922 will 
show a very wide margin over dividend 
requirements, according to well-informed 
interests. Congoleum has eleven branches 
in this country, located at strategic points. 
It increased its output some 40% last year 
by the purchase of two new factories. 

The number of common shares of Con- 
goleum outstanding was recently increased 
from 40,000 to 100,000 by payment of a 
stock dividend of 150%. The dividend 
rate on the old stock was $4 annually. 
The new stock, however, has been estab- 
lished on an $8 basis by declaration of a 
quarterly dividend of $2 thereon, payable 
January 15 to stock of record January 12. 
In the few days since this new rate was 
announced, the stock has advanced some 
20 points; and at its present price level 
around $130 it offers a yield of about 
6.15%. 

The writer of this department under- 
stands that at least one fortune was made 
out of the rise in Congoleum shares. This 
report becomes fully credible when one 
figures out the profits a man who bought 


the old stock at, say, $80 per share, woud 
have derived solely by hanging on to 
and exercising his rights. Here is h 
it works: 

The cost of 100 shares of old stock 
$80 per share would have been $8,000. 

Ownership of 100 shares would have 
entitled the holder (when the stock divi- 
dend was declared) to subscribe to 1 
new shares at $5 per share. Exercising 
this privilege, then, would have cost o1 
man $750. 

The investor would then have becor 
the holder of 250 shares of Congoleum at 
a cost of $8,750. 

Since then, as pointed out above, t 
stock has advanced substantially, and 
now selling at about $130. At that price, 
250 shares have a total value of $32,500 

Hence, the man who bought at $80 
share and kept his stock could now sell at 
a profit of $2,750—or over 250% net- 
his investment of less than $9,000! 


Other Similar Performances 


The striking advance in Congoleu 
shares, as analysed above, is typical 
the over-the-counter market in this sens 
The market (or that part of it list 
above) is monopolized by securities tl 
represent, in greater part, the very best 
there is in American industry; the com- 
panies, in nearly every case, enjoy a na- 
tional market for products of very wi 
use; the managements of these companivs 
in not a few cases represent either the 
founders, or the direct descendants of 
founders; in nearly every case, the man- 
agements are composed of men with well- 
earned reputations for executive ability 
and foresight. Under these conditions, 
the growth of the “over-the-counter com- 
panies” has been more or less inevitable, 
and as a result of it there have been some 
brilliant market performances by _ the 
over-the-counter stocks, not a few of 
them comparable to that in Congoleum 
common. 

In the next issue of THE MaGaziNe oF 
Watt Street more will be said in this 
connection, in a special article devoted to 
the subject. 
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IMPORTANT DIVIDEND —— 
ANNOUNCEMENTS A Sound er 


nage Yielding 6.75% 
an. Rate Declared Record able NOT REDEEMABLE BEFORE 1932 


7% Alabama Gt So pid3%% SA 1-19 2-16 3 ‘ 2 eeet 
: tee ee ye nF WISCONSIN-MINNESOTA LIGHT & POWER 
s # is- aimers com. ° ~ T Y T 
$4 Amer Bk Note com $1.00 COMPANY 7% BONDS due 1947 are the mort- 
1% - L% . *. ~ . . 
Gieete ae 5 gage obligation of a Company which serves without 
$8 Amer Glue pfd..... $2. Q competition forty-nine communities in Western 
7% Amer Ice com......14%% Q Ts _s ° 
6% Amer Ice pfd 14% Wisconsin and Eastern Minnesota. 
$4 Amer Lt & T com. $1.00 5 wed by junior securities con- 
4% Amer Lt&T c (stk) 1% These Bonds are followed y iy ee 
6% AmerLt & T pfd.1%% sisting of $5,000,000 7% Preferre tock, which 
has paid continuous dividends for the past eight 
years, and $2,500,000 Common Stock. 
Gross Earnings have increased more than 270%, and Net 
Earnings over 230% since 1914. 
Hydro-electric plants generate more than 92% of total 


$3 Amoskeag Mig com 75c 
electrical current. The company’s largest power plant is 


.50 Amoskeag Mig pfd $2.25 
$1 Art Metal Cons.... 25c 

located on the Chippewa River about 85 miles from St. 
Paul. 
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$4 Asso Dry Gds com. $1.00 
$6 Asso Dry Gds Ist pf $1. 
$7 Asso Dry Gds 2d pf $1. 
$7 Atlantic Ref pid... $1.7: 

4% Balt & Ohio pid... 2% 
$8 Borden Co com.... $4. 
$6 Borden Co pfd.... $1. 
$7 Brown Shoe pfd... $1. 
$7 Burns Bros pr pfd. $1.7: 
$5 Bush Ter com $2. 
$6 Bush Ter pfd..... 
$1 Can Industrial Al.. 

2% Caroline P&Lt com 4% 
$8 Central R R of N J $2.00 
$4 Chicago Pneu Tool. $1.00 

5% Chi S P M&O com 24% 

7% Chi S P M&O pid 3% 
$5 Cluett-Peabody com $1.25 
$8 C’mwealth Edison.. $2.00 
$8 Congoleum Co com. $2.00 
$6 Consol Coal ....... $1.50 

6% Consol Ice pfd 1K% 
$3 Cont Can new com Tic 

6% DuPont de Nem deb 1%% 
—- Eastman Kod (ext) $1.00 

$12 Eureka Pipe Line. . $3.00 
$2 Exchange Buffet... 0c 
$5 Fajardo Sugar..... $1.25 
$5 Fed Sugar Ref com. $1.25 
$6 Fed Sugar Ref pfd. $1.50 
$6 Harbison, W Ref pf $1.50 
$6 Homestake Min.... 50c 

7% Illinois Cen com... 

6% Illinois Cen pfd... 

3% Int Mer Mar pfd... 

}Int Nickle pfd 
Int Paper pfd 
» Kan C Southern pid 1% 
Jo Kelly-Spg T 8% p.f 2% 
7% Kelsey Wheel pfid.. 14% 
- Loose-W B 2d pf ac $7.00 
Co 
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Paine, Webber & Company 
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PHILADELPHIA WORCESTER MINNEAPOLIS 
ALBANY SPRINGFIELD ST. PAUL 
HARTFORD PROVIDENCE DULUTH 
MILWAUKEE DETROIT GRAND RAPIDS 
Members New York, Boston, Chicago, Detroit and Hartford 
Stock Exchanges 
New York Cotton Exchange Chicago Board of Trade 
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May Dept Sts com. 2%9 
2 Miami Copper. 50c 
Mil E L & R pfd.. 14% 
7 Motor Products.... 
$8 Mullins Body pfd.. $2.00 
oN J Zi «+e 2% 
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2% 
2% % 
Norf & West ad pid 
— Ohio Fuel Oil 
® Packard 
5% Pere Marq 5% pid2% 
Pere Marq 5% pid. 1%% 
Pere Marq pr pid. 14% 
Phila Co com 14% 
f Phila Co 5% pfid..1%% 
7% Phillips-Jones pid.. 14% 
$4 Pitts Coal com.... $1.00 
6% Pitts Coal pfd....14%% 
6% Pitts & W Va pid. 1%% 
— Producers & Ref.. $1.00 
$8 Pullman Co........ $2.00 
$1.20 Salt Creek Pdcers.. 30c 
$1 St Joseph Lead.... 25c 
$1 St Joseph Lead.... 25c 
6% Smith, Howard P c14% 
8% Smith, Howard P pf 2% 
— Stand Oil Ind (stk) 100% 
$1 Sterling Pdts $1.00 
8% Superior Stl 1st pf. 2% 
8% Superior Stl 2d pf. 2% 
— Tol St L & W com $4.00 
— Tol St L & W pfd $4.00 
$2 Transue & Wms... 50c 
8% United C Sts com. 2% 
6% United G Imp com 1%% 
7% United G Imp pid1%4% 
6% U S Rity & Imp c14% 
$8 U S Rubber pfd 2% 
$3.50 U S Sm Ref & M.. 87 
4% York Rys com.... 
5% York Rys pfd.... 
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Our Investment Department 
will analyze your security 
holdings and make special 
reports as conditions change. 
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We will be glad to forward 
our current list of offerings. 


LYMAN D. SMITH & CO. 


Members New York Stock Exchange 


34 Pine Street 527 Fifth Avenue 
New York New York 


Telephone, John 4100 Telephone, Murray Hill 3700 
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Established 1856 


H. HENTZ & CO. 








*AVERAGE- PRICE « OF «40+ BONDS ~ 


us ieN's 1919 1920 1921 1922 





25 RAILROADS 

& INDUSTRIALS 
4 STREET RAILWAYS 
2 PUBLIC UTILITIES 
1 MUNICIPAL 








Commission Merchants and Brokers 
22 William St., 55 Congress St., 
New York Boston 


Orders executed for future de 
livery on the following Exchanges 
of which we are members: 


COTTON 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 


On the New York Coffee and 
Sugar Exchange, Inc. 


COTTON SEED OIL 
On the New York Produce 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 


STOCKS & BONDS 
On the N. Y. Stock Exchange 

















Established 1880 





James E. Bennett 


& Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
7 York Produce Exchange 
New York Curb Market 
Chicago Stock Exchange 
St. Louis Stock Exchan 





«U+5+GOVT+ BOND « AVERAGES< 





z 






















100 


95 


90 


85 








AXABLE 


t 1922 a 
wm JF MAMIJASOND J 





AM 








100 


9 


90 














MARKET STATISTICS 















Saturday, December 30........ 79.12 98.73 86.11 86.85 86.12 569,876 
Monday, January 1............ EXCHANGE CLOSED 
eee 79.36 98.77 86.10 87.16 85.47 874,470 
Wednesday, January 3......... 79.43 99.42 86.07 87.07 86.15 911,721 
Tnursday, January 4.......... 79.36 98.57 85.68 87.33 85.76 1,388,408 
PUN, DET Foc cecccsceees 79.31 98.88 85.95 87.52 86.24 949,040 
Saturday, January 6........... 79.25 97.77 85.46 86.67 85.82 529,790 
Monday, January 8.... ...79.10 98.06 85.41 86.36 86.18 686,825 
Tuesday, January 9..... .79.19 97.23 84.96 86.39 85.35 735,310 
Wednesday, January 10 .79.08 97.29 84.85 85.84 85.09 715,106 
ty mg January 11..........79.06 98.12 84.59 86.09 85.33 791,800 
Friday, January 12............ 78.98 98.63 85.09 86.62 85.71 1,039,000 
Saturday, January 13.......... 79.03 99.09 85.29 86.45 86.04 622,000 
“STOCK: MARKET+ AVERAGE S*< Wy 
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Winnipeg 
New York—PRIVATE WIRES—Deaver 
New Orleans 





LISTED & CURB STOCKS—ODD LOTS 
DENVER OIL STOCKS 


332 S. La Salle St., Chicago 
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THE ELEVEN MOST PROS- 

PEROUS COMPANIES IN 

THE NINE GREATEST 
INDUSTRIES 
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ing power to buila up asset position, and 
in extinguishing the account which was 

up to take care of certain losses in 
f.rmer construction contracts and in real 
e-tate depreci.tion. 

From the standpoint of present divi- 
d-nd return, the common stock is per- 
hips high enough, but the current 
e rings are an important sustaining 
f. ature, and a hope for larger returns. 





} ational National Lead found it 
lead possible to increase the 


common dividend rate from 

¢, to $8 in 1922. The building boom was, 

course, mainly responsible for the abil- 

ity of the company to increase the rate. 

‘here have been repeated reports of an 

i tention to declare a stock dividend, but 

ttus far nothing has materialized, al- 

t ough it seems to be felt that there may 
yt be some move in this direction. 

In 1921, National Lead earned $8.60 a 
sare on the common stock. There are 
n> estimates of 1922, but it is taken for 
granted that they were much larger than 
for 1921. 

The 7% cumulative preferred stock 
ranks as a high-rate investment and the 
common improved its standing greatly 
last year. It is not ordinarily a very ac- 
tive issue and the floating supply, at the 
present time, is apparently relatively 
small. On account of its substantial 
advance in the market better oppor- 
tunities may be found elsewhere. 





American For years speculative 
Can gossip has busied itself 
with the prospects of divi- 
ends on American Can common and in 
Yovember, 1922, the expectation at last 
vas realized by the inauguration of a 5% 
ate, which represented the first dividend 
ver paid upon the junior shares. It is es- 
mated that earnings on the common in 
922 were as high as $20 a share. The 
ympany’s management is authority for 
he statement that the 1923 prospects are 
ood and another point emphasized is the 
act that the business done in 1922 was 
long normal lines. American Can had 
ood years in 1916 and 1917, but those 
arnings were due to the more or less ab- 
ormal conditions brought on by the war. 
‘he book value of American Can Com- 
10n, at the end of last year, was $164 a 
hare, including unstated good-will ac- 
ount. It is the current contention that the 
ompany wisely has built up an exceeding- 
y strong asset position and had bolstered 
ill resources before instituting the com- 
non dividends. Consequently the com- 
non stock has continued to surge up- 
ward almost as if the 5% was but a 
stepping-stone to larger payments 
later on. 





Corn Corn Products common 
Products has been paying $6 a share 

annually for the past three 
years. In the nine months to September 
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Stocks | Bonds 
Grain Cotton 


Our facilities enable us to handle 
transactions for the large or small 
investor. 





We invite correspondence on any 
securities . . . listed or unlisted. 


CLARK, CHILDS & CO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange Chicago Stock Exchange 
Chicago Board of Trade N. Y. Coffee & Sugar Exchange 


PRIVATE WIRES TO PRINCIPAL CITIES 


165 BROADWAY, NEW YORK 


Telephone Rector 6600 


Branches: 
Hotel Belmont, New York Hotel Murray Hill, New York 
Hotel Ten Eyck, Albany, N. Y. 
Newburgh New York 














“Where supplies of capital are unequal 


to the demands of expanding business— 
investment opportunities are created. 





Capital in the South, the most rapidly growing section of the United 
States, is urgently needed for the financing of new office buildings, 
apartment dwellings, hotels and banking quarters, to accommodate the 
increasing population and facilitate the expanding business. 


(UNITED STATES CENSUS FIGURES) 


average percentage of increase in population 1900-1920 


ee nn) ch awecnteteseene eee eenebiecnsboes 283%4% 
Os thee denver edna eenuetoesekenduneee 6414% 


We recommend for safe investment with liberal yield 
First Mortgage Real Estate Bonds in Southern Cities 


Secured by property values in excess of the total issue; protected by first lien 
on income and sinking fund provisions, 


and paying 7% interest. 


Serial maturities make it possible to secure this 7% income from two to ten 
years. $100, $500 and $1000 Bonds. 








— | CALDWELL & COMPANY 


“The South's Answer" | SPECIALISTS IN SOUTHERN MUNICIPAL AND 
A Booklet containing FIRST MORTGAGE BONDS 
authentic figures, 


hotographs and other 

information enabling in- 701 UNION STREET S NASHVILLE, TENN. 
vestors to form sound 

conclusions, will be New York Detroit New Orleans Knoxville St. Louis 
mailed upon applica- Birmingham Chicago Cincinnati Chattanooga 
tion. 





























The Tremendous 
- Importance of 
Security 





Know what security is back 
of your investment. Test its 
strength—its permanence—its 
absolute safety. 

Big temporary profits are 
nothing if the principal dis- 
appears. 

The quality which has en- 
abled Columbia First Mortgage 
Bonds to forge into the fore- 
front of desirable, absolutely 
safe investments is the remark- 
able strength of the security 
back of them and the unique 
system of safeguards which pro- 
tect them. 

A Columbia Bond is in effect 
a conservative first mortgage 
on land, building and earnings 
of the finest type of apartment 
house, strategically located in 
the unquestioned path of New 
York City’s expansion. It 
yields 642%. It is obtainable 
in denominations of $1000, $500 
and $100. 

A 642% return on invest- 
ments of positive safety will 
soon be a thing of the past. It 
will be wise to take immediate 
advantage of this investment 
opportunity. 


Write for Circular N-56 today 





COLUMBIA [=a 
MORTGAGE |i 


COMPANY ides ree | 
Columbia Mortgage Atv dk . 7 
Company Building 4 


oat ace 
4 East 43rd Street a 


NEW YORK —s- 














30th, 1922, earnings were equivalent to 
$10.50 a share and directors at the end 
of the year declared an extra dividend of 
$3 a share, making a total of $9 for 1922. 
Late in the fall the plants of the company 
were at 85% of capacity. — 

Corn Products is one of the American 
companies which has gone into Germany, 
having formed early in 1922 a German 
grain company. The development of the 
foreign field is one of Corn Products’ 
very active ventures. The two best known 
products are Mazola and Karo, an edible 
oil and a corn syrup. Both in the nature 
of substitute food products, they have, 
however, reached the stage where the de- 
mand is large and increasingly stable. 

Corn Products 7% cumulative pre- 
ferred, outstanding to the amount of be- 
tween 24 and 25 million dollars, has vast- 
ly increased its investment rating during 
the past few years and is now a first- 
class issue. 

The common stock continues to sell 
at relatively high levels and is a fa- 
vorite medium for professional traders. 
It is hardly a stock for the small in- 
vestor to actively engage himself in. 





North The performance of 
American North American common 

has been little short of sen- 
sational. North American is a_ holding 


company, controlling the Milwaukee utili- 
ties and operating light and power plants 
in other Wisconsin communities, also con- 
trols electric light and power in St. Louis, 
operates a coal-mining company in Ken- 
tucky, controls the Cleveland Electric 
Illuminating Co., and has a substantial in- 
terest in the Detroit Edison Company. 

Earnings in 1922 were equivalent to 
$24 a share on the 404 thousand shares 
of common stock outstanding compared 
with $19 a share on 300 thousand shares 
in 1921. 

One reason for the large earnings in 
1922 was the inclusion of earnings of the 
Cleveland Company and of two other sub- 
sidiaries. The earnings of $24 a share 
are before depreciation allowance, which 
may cut the net surplus to $15 a share, 
but that would be three times the annual 
dividend rate of $5. The common stock 
is preceded by 18 millions 6% preferred 
having a par value of $50 and the above 
earnings on the common are figured after 
making allowances for dividends on this 
senior issue. The common stock was sell- 
ing below fifty in January, 1922, and has 
more than doubled in price. On a strict 
income-return basis the common shares 
are at a level more consistent with a $7 
dividend rate than with the $5 rate, but 
here again is an instance of a stock held 
up by known earning power, an earning 
power large enough to invite expectation 
of an increase in the cash dividend rate. 
In fact, speculative circles would not be 
surprised to see this increase made at the 
board meeting in February. Neverthe- 
less, the common stock has had a 
handsome appreciation in price and is 
not now at a level to interest bargain 
hunters. The preferred ought to bet- 


ter its investment standing and a point 
to strengthen this is the apparent dis- 
continuance of the policy of paying 
extra dividends on the common stock 
in preferred stock. 














Endicott Johnson nas not 
known what the word “ce 
pression” means during the 
past four years, as the earnings record 
will demonstrate. Financial returns for 
1922 are not available, but in the six 
months ended June 30, earnings were $5 
a share, or at the annual rate of $10 and 
it may be that final results will show $12 
a share. In November, 1922, the com- 
pany was booking record orders and at 
least half of this volume was for delivery 
in the coming spring. 

The continued strength in the shares is 
due not only to the appreciation of tie 
good earnings, but also to the hope that 
the cash dividend rate will be increased 
in the not distant future. 

Endicott Johnson has no funded debt 
and the 14 million 7% cumulative pre- 
ferred is very well protected by earning 
power and efficiency of management. 


Endicott 
Johnson 





THE TRUTH ABOUT 
LABOR 
(Continued from page 494) 








are not and never have been conservative 
in any sense of the word. Their fair 
day’s wage for a fair day’s work has been 
subjected to countless interpretations; and 
by “economic action” they mean “strikes.” 
boycotts and other direct action methods 
which at times have stopped at nothing 
short of murder and arson. 

The meaning of industrial unionism may 
be illustrated by the railroad situation. 
There we have brotherhoods of conductors, 
locomotive engineers, trainmen and others 
—each a separate organization at times 
falling out among themselves. If the rail- 
road workers practiced industrial union- 
ism they would have one big union, with 
all employees on the roads as members of 
the one organization. Had this been the 
case, the shopmen’s strike would not 
have been called without every worker 
going out. The result would have been 
immediate peace or chaos. The clothing 
workers are organized into industrial 
unions. When a strike is called, the plants 
close down. This, coupled with political 
action, meaning taking an active part in 
politics through the medium of a real 
functioning Labor Party, is what many 
thousands of workers are striving’ for. 
They do not advocate severing relations 
with the A. F. of L., but rather, remain- 
ing a part of it. Briefly, they want the 
American Federation of Labor to unite 
and be so strong that it can dominate 
national, state and municipal politics 
and thereby, what? 

Opinions differ. 

Will it be Socialism, nationalism or 
communism? 


The American Communist 


One thing is certain. It will not be 
communism. That is one conclusion w: 
reserve the right to make, as a fact. Wher 
the much advertised American communis‘ 
party held its “second annual convention’ 
in New York on Christmas Day, the self- 
appointed and annointed leaders made it 
appear as if the meeting were part of the 
Russian program. As if they knew the 
Russian program. 
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‘hey turtner suaed that they were the 
workers’ party, intimating that they cham- 
pioued the cause of Labor. The Ameri- 
ca. Government was to be overthrown. 
They, the workers, were to reign supreme. 
As a matter of fact, they did not represent 
1% of American Labor nor a part thereof. 
\'thout mentioning names, there was not 

responsible or recognized leader in 
erican labor circles identified with the 

munistic program except by radical 

‘ments from the lips of others. ° 
he American communist element is 
mede up of a select group of parlor 
polshevists, shyster politicians and 
egotistical intellectuals who are in the 
thing through sheer desire for personal 
gain; financial gain, because they do 
nct hope for political success. Chances 

they would not. want it. Nevertheless, 
they are taking money, drawing salaries 
an! expenses for their activities. The 
money comes from their foolish American 
comrades. Comparatively little is coming 

m foreign sources. These communists 

e been repudiated time and again by 
11! the honest factions in American labor. 
Ii the newspapers would bar them from 

ther publicity, they would have to go 

k to practicing their former profes- 

ns as lounge lizzards, scandal mongers 
ud the like. 

Many of the union officials are advocat- 
nz nationalization of all industry. They 
ve not getting very far with that policy 
because the people are unable to see the 

1 of it all, the result. Those who -urge 

immediate nationalization of all im- 
dustries are in the minority. They recog- 


yt 


\ 


‘ 





nize, too, that while they may talk about 
it, it would be impossible to carry out such 
a plan because of the mechanical difficul- 
ties involved. They admit that it would 
practically eliminate capital. There would 
be little or nothing by which the securities 
investor could derive an income. With 
investing stopped there would be no 
capital. 

This is a point that Labor does not seem 
to understand clearly. Every strike, every 
disarrangement of the industrial system, 
sabotage, non-cooperation and the like 
reacts directly not only on the employing 
classes and investors, but on labor itself. 
Labor cannot go out on strike as it did in 
the coal and railroad strikes without af- 
fecting not only security owners but labor 
all over the country. When Labor strikes, 
it increases the cost of living. Slowing 
down of production reduces production, 
makes things scarce. It works hard on 
the laboring man as well as on other parts 
of the community. 


Labor as Investor 


Labor believes that it should work in 
small groups and places the interests of 
these groups against the interest of the 
country as a whole, including the great 
mass of labor. To a great extent, this 
attitude is the result of the deliberate 
charlatanism of the labor leaders who 
have particular axes of their own to grind. 
Labor—honest labor—is often easily de- 
luded into acquiescing in a program that 
means its own destruction as well as the 
destruction of interests of other sections 
of the public. 


Labor is often an investor. There are 
several hundred thousand stockholders in 
the United States Steel Corporation and 
Pennsylvania Railroad system, to mention 
only two outstanding examples. Thou- 
sands of these stockholders work for the 
big steel company or are employes of the 
railroad. When labor strikes in the Steel 
Corporation or on the Pennsylvania, labor 
deals a blow against its own interests. 

Labor can and should improve its posi- 
tion. Much has been done along that line 
and much more can be done. The coun- 
try is willing, even anxious for such im- 
provement. But it cannot improve its 
position at the expense of every other 
part of the community. Labor is an in- 
tegral part of the system, but only a part. 
There are other interests to consider. 

Labor has many friends outside of its 
own councils, perhaps they are better 
friends than its own leaders. Cannot there 
be some cooperation? Cannot there be 
some agreement that. all classes must 
strive to the same end for the common 
good so that all classes may benefit? 

The truth about labor is simply that it 
is justified in attempting to improve its 
position, but that it is going about it ig 
the wrong way. Strikes and sabotage 
have never gained friends for labor, 
Labor has listened to false leaders. It 
has a few good leaders but many are in-' 
sincere; a great many are visionary and 
unpractical. Russia is a good example. 

All of us have something to learn 
Labor will learn that the way to its bet- 
terment consists 0i cooperation and not 
obstruction—peace and not war. 
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PAYABLE AT 
AGENCY 
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1915. 
in $1,000, $500 and $100 denominations. 
benefit now by the very good present yield and may anticipate increased 
profits as the company attains its full earning power. 





PECIALIZE IN SOUND BONDS Ne 
YIELDING ABOVE THE AVERAGE 


135 Broadway - New York 


Buy This Bond and Obtain 7% 
for 27 Years Plus Profit Sharing 


Interest payable quarterly every Feb- 
ruary, May, August and November. 


Each bondholder receives a corresponding Certificate of Profit Sharing, 
entitling him to his pro rata share of at least one-third of the net profits 
in addition to 7% Bond Interest. 


First Profit Sharing of 1% Paid September, 1922 


Another Hodson Enterprise with similar connections has disbursed to its 
bondholders a total of 89'/.% in interest and profit sharing in less than 
9 years, and its bonds have commanded a premium of 10 points since 
Collateral Bankers Bonds are now selling at par (100). 


Use Coupon Today 


Clarence Hodson = (b 


ESTABLISHED 1893 <= INC 


Please send me descriptive circular M.W. 200 with- 








Issued 


Purchasers of these bonds 


out obligation 
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New 
Bond Circular 


We have just prepared a cir- 
cular which gives particulars 
of a number of Canadian 
Provincial and the more im- 
portant Canadian Municipal 
Bonds, yielding from 


5.10% to 5.75% 


To investors seeking high- 
grade securities, combined 
with a liberal rate of income, 
this list of offerings should 
prove of interest. 


Write for Circular W-120 


Wood, Gundy & Co. 








Incorporated 
14 Wall St., New York 
Toronto Montreal Winnipeg 
London, Eng. 

















8% PLUS 


We can offer a_ small 
amount of the 8% Pre- 
ferred shares, in a well- 
established Canadian in- 
dustry, having surplus 
assets of $1,610,000, and 
earnings for 1921 of over 
$233,000 with big in- 
increases this year. 


This Company has assets 
of more than $265.00 
back of each preferred 
share, and earnings suf- 
ficient to meet dividend 
requirements five times. 
Price 100, carrying a 
20% bonus of Com- 
mon Stock. 
A special circular will be 
mailed upon request. 


Housser Woop.” 


INVESTMENT BANKERS 


10-12 King Street, East 














TORONTO CANADA 








560 


Canadian Securities Dept. 














* Ex-dividend. t Rights expired. 








ACTIVE SECURITIES | 
DEALT IN ON MONTREAL AND TORONTO STOCK EXCHANGES 


. (Quotations in Canada) 
PULP & PAPER MISCELLANEOUS 
Div'nd ecent Div’nd Recent 
Rate Bid Asked Rate Bid Asked 
| err 68% + 68 $6 Asbestos (M)............. 65 *6554 
pe MResccnsesces 38% 38 7 do. pfd. (M)..........-. 86 90 
6 Laurentide (M)........... 93 94 .. Atlantic Sug. Refrs. (M)... 21 23 
2 Price Bros ee 4544 .. Brit. Emp. Steel (M) 9 9% 
7 Spanish River (M):: eeeaae 96% *97% do, 2nd = (M)... 26 26% 
FS Mh eesdcciccsecenes 104% *105 « Can. C. & F’dry (M) 337% 4 
. _ do. pfd. oe 71 71% 
PUBLIC UTILITIES 6 Can. Cement (M 77% *7814 
8 Bell Tel. (M & T)........ 114% 114% . Cons. Smelting (i 26% 
4 Brazilian Tr. (M & T).... 42% 42 Dom. Canners (M 3 31% 
6 Can. Gen. El. (M & T).... 81 81% “7 Dom. Glass (M & oe veces 89 90% 
Saree, GS Cede ccccccececes 55 7 ~ yy ( aeseper 40 45 
10 Mont. Tram (M).......... 8 A Cottons (M).....115 116 
5 Montreal Power (M). 12 Dominion Textile (M)..... 190 +192 
6 Ott. Power (M & T 88 8 Penmans (M)............. 180% 
MM —~ ~-» ) bbeeeueaonel 12 Ogilvie Flour, Ltd........ 295 00 
« Gun, Be CEE). ccccccsces 23 12 Lake of the Woods........ 182 185 














GENERALLY steady tone pre- 

vailed in the Canadian securities 

markets at Montreal and Toronto 
during the month just ended. Among the 
more important issues dealt in (most of 
which are listed in the table overhead), 
price advances were common, and there 
were a number of quite impressive gains. 
An interesting sidelight on the tone of 
the market may be found in the fact that, 
of the numerous issues which are now 
selling “ex-dividend,” none is below the 
level of four weeks ago; while Shawini- 
gan (for example) which is ex 144% at 
the moment of writing, is several points 
up from the pre-dividend level. 

The recent complications in Europe 
have, of course, occupied the serious at- 
tention of Canadian investors. The Do- 
minion’s position in the British Empire 
has made the European situation an issue 
of paramount importance; and so long as 
the reparations problem continues in its 
present crucial stage, Canadian investors 
are naturally inclined toward caution in 
respect of new commitments. It is worth 
noting, however, that sentiment in the 
financial centre tends mainly toward con- 
servative optimism in the matter, the feel- 
ing being that, black as things look in Eu- 
rope today, events are gradually moving 
toward a more reasonable settlement of 
the issues at stake. Should the satisfac- 
tory adjustment we all hope for be at- 
tained, Canadian markets hold promise of 
a considerable response. 

Investors are watching the course of 
Canadian wheat prices with their usual in- 
terest, due to the great influence the posi- 
tion of this commodity has upon Canadian 
affairs generally. Money is easier in Mon- 
treal today than it has been for several 
years past; in fact, the belief is ex- 
pressed in some quarters that the prevail- 
ing bank rate of 614% is unjustified. Pri- 
vate funds are being loaned at 6% and 
lower, according to reliable reports, and 
there is no evidence of stringency. The 
bond market is active and firm. 


Abitibi Pulp & Paper 
The pulp and paper stocks listed in our 


table ruled firm and fairly active. Com 
pared with the bid prices of a month ago, 
the following are some of the changes 
noted : 


Bid price 
Dec. 23rd Jan. 9th 
SEE ntunsecawaveele 64% 68% 
IE si cinnxeraawdiil 36% 38% 
Spanish River ......... 94% 96% 


The strength in Abitibi Pulp & Pape: 
is a further reflection of the good position 
of this company, as brought out in th 
Canadian Securities Department of Oc 
tober 28th, last. Here is the company’s 
5-year record, through 1921: 


Net 
Year Sales Earnings 
In thousands 
ae $4,423 $1,323 
Rr 5,650 1,644 
Sree 6,029 2,126 
aan 10,680 5,043 
MME actessecaaxees 8,862 4,678 


An analysis of these figures shows that, 
after allowance for all charges, including 
depreciation, taxes, etc., the average net 
earnings for the 5-year period were $2,- 
124,612. Total interest was earned more 
than four times over. 

Abitibi common is now selling around 
68%, offering a yield of about 5.80%. 
Some of the good demand for the shares 
at that yield level is based on the known 
improvement in the company’s business in 
1922, and the likelihood that bonuses will 
be paid in addition to the regular divi- 
dend this year. 

Sentiment in regard to the other pulp 
and paper issues was generally favorable. 
It is believed that the price of $75 for 
newsprint for the first half of the year 
is more likely to be raised than lowered 
for the last half, so that the operating 
companies will be in a position to make 
good use of the plant extensions recent- 
ly effected. 


Ogilvie Flour Mills 


Shares of the Ogilvie Flour Mills Co., 
Ltd., and also of the Lake of the Woods 
Milling Co., have been added to our list 
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Prov. of Ontario 5s 
due April 1952 


to yield 5.10% 
- Prov. of Alberta 5s 


due Jan. 1948 
to yield 5.20% 


Prov. of Brit. Columbia 5s 
due Jan. 15, 1948 


to yield 5.20% 
Prov. of Alberta 5'%s 


due July 1927 
to yield 5.40% 


Prov. of Manitoba 44s 
due July 1926 


to yield 5.40% 


All Payable in New York 
in United States Gold Coin 


Canadian Bond 


Corporation 
of New York 
100 Broadway 
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Montreal Stock Exchange 
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Founded 1898 


Securities bought or 
sold on conservative 
margin basis. 


EDWIN HANSON 
WILLIAM HANSON 
A. J. FERGUSON 
Cc. S. HANSON 

N. H. MACAULAY 
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in the belief ‘that American investors will 
be interested in watching the course of 
these two leaders in one of the important 
industries of the Dominion. 

Ogilvie Flour Mills, which was incor- 
porated in its present form in 1902, has 
a mill capacity of 22,250 barrels, daily, of 
flour, rolled oats, and other cereals, or 
the largest Canadian production. Also, 
Ogilvie owns nine terminal and 172 in- 


terior elevators with a storage capacity 


of close to 11 million bushels of wheat, 
and warehouses with a capacity of 450,- 
000 barrels of flour. 

The company’s capitalization consists 
of the following: 


6% ist Mtge. Bonds....... $2,350,000 
Pfd. Stk. (7% Cum.)..... 2,000,000 
Common Shares .......... 2,500,000 


Dividends have been paid uninterrupt- 
edly on the common shares for the last 
18 years. In the last 5 years, an average 
of 21% has been distributed annually. 

Ogilvie shares are obviously a high- 
grade investment. 


Semi-Speculative Preferred Stocks 


In comparing the merits of the issues 
dealt in in Montreal, investors may find 
what appear to be fair possibilities in cer- 
tain of the less active preferred stocks 
which, while slightly speculative in char- 
acter, nevertheless appear to be selling 
lower than their security and asset value 
would warrant. Among these are: 


British Emp. Steel 7% pfd. 

Dominion Iron 7% pfd. 

Dominion Coal 7% pfd. 

Woods Mfg. 7% pfd. 

Dominion Steel 6% pfd. 

Of the group, Woods Manufacturing 
appears particularly interesting. The to- 
tal preferred issue of this company out- 
standing is $1,546,500. Its bonded debt is 
small, consisting of $350,000 Ist mortgage 
6s. A tabulation of the company’s assets 
as a going concern, gives the preferred an 
asset value of about $200 per share. 


Asbestos Corporation of Canada 


Asbestos Corporation, which was re- 
viewed at length in this Department as 
of October 28th, continued active. Ac- 
cording to interests in close touch with 
the company’s affairs, Asbestos earned 
more in the first ten months of 1922 than 
in the full year 1921, while general trade 
conditions and actual inquiries for asbes- 
tos indicate a further increase in business 
in the current year. The same source 
points out certain interesting features of 
the company’s preferred shares, which 
carry the following provisions as to divi- 
dends: The preferred stock is entitled to 
a regular non-cumulative dividend of 6% 
before any disbursement can be made on 
the common. The common stock is then 
entitled to a regular dividend of 5%. 
Extra dividends, if any, are declared at 
the same rate on both preferred and com- 
mon shares. The current extra dividend 
being 1%, the preferred stock now re- 
ceives 7% and the common 6%. It is 
shown that each share of preferred is se- 
cured by $228 of assets, and that the mar- 
gin of safety in earnings during 1921, 
“one of the worst years in industrial his- 
tory,” amounted to no less than 81%. 











Province of Ontario 
5s due October I, 1942 
Price to yield 51% % 


City of Toronto 
Guaranteed 5% Bonds 
Due October 1, 1953 
Issued by Toronto 
Housing Commissioners 


Price to yield 5.15% 


City of Montreal 
Catholic School Commission 
5s due February |, 1947 
Price to yield 5.25% 


The above bonds are all 
payable in New York in 
United States Funds 


Rutter & Co. 


14 Wall St. 37 Lewis St. 
NEW YORK. HARTFORD 














CANADIAN 


Securities 





The vast natural resources of 
Canada, her immense water 
powers, her gold and silver 
mines, her great wheat-growing 
areas, have just begun to be 
developed. 


Canada is one of the most 
richly endowed countries in the 
world. Her national finances 
are sound; her provinces and 
municipalities are prosperous; 
her industries are thriving. 


Investment in Canadian Govern- 
ment, Municipal and Corpora- 
tion securities is bringing rich 
returns to thousands of United 
States investors. 


Let us send you our selected 
list of Canadian offerings and 
tell you how you can increase 
your investment income in this 
remunerative field. 


Graham.Sansoné (a 


LIMITED 
INVESTMENT BANKERS 
TORONTO, CANADA 































These points tend to encourage this De- 
partment’s original preference for Asbes- 


tos shares among the Canadian issues. As Information Furnished 
shown before, the company’s war record 


enabled it to build up a strong financial on all _ 


WHITEHOUSE & CO. structure as well as an effective industrial Canadian Securities _ 


organization. The preferred, offering 
about 742% on the investment, appears } 
an attractive commitment for business i 
Established 1828 funds; while the common to yield over 


9% is an interesting speculative possi- , ° : 

bility under good general market condi- M. S. Wheelwright & Co. a 
tions. 

Stocks and Bonds LIMITED 


Accounts Carried UNCERTAINTIES OF THE Royal Insurance Bldg. : 
1923 OUTLOOK Montreal 
(Continued from page 506) 


111 Beoadway, New York , 






















































cember can be noted. In the accompany- 63 Sparks St., 518 Grain Exch. Bldg., 
ing diagram value of sales is brought Ottawa, Ont. Calgary, Alberta ve 
down to a comparatively recent date with 0 














indication of renewed enlargement in vol- 
ume. Department stcre trade for Decem- 
ber has been far in excess of the same 


Members New York month in any recent year, as is indicated 
Stock Exchange by the accompanying diagram which illus- " 
trates the situation in New York. Condi- Y 


























































tions in New York have not been more o 
active than those in Chicago or on the are being lost annually through e 
Pacific Coast. The activity of retail bus- the purchase of mining stocks. . 
Still, people will take chances. - 
= Th Se The purchase of Municipal - 
BROOKLYN BALTIMORE securities of old and big Euro- 
186 Remsen Se Keyser Bualding pean cities offer excellent 
speculative possibilities, with 
small outlays. 
Information Cheerfully 
Furnished m 
it 
- C.B.RICHARD&CO | | : 
} KI 
CitiesServiceCo. | nomena ; 
| . . . a 
a - sal Foreign Investment Securities hi 
Total Assets over Isdurtriee “Combination of Prices — Index Numbers ot 29 Broadway New York City di 
$400,000,000 Seomeal Variation (iio — eae Statistica a (1918 aver y 
age = per cent. age = a 
iness is also reflected in wholesale trade. Y 
: This branch of business is normally off 
100,066 Security-Holders at the end of the year, and continues at Do You Handle , 
a relatively low level pending the revival “ae ? - 
° . ° . . . p 
of spring trade after holiday buying has Ca d S . 
6% CUMULATIVE been exhausted. During the past season, hadian ecurities ° P 
while the usual reaction has been observ- be 
Preferred Stock able, the figures nevertheless, in almost This department is acting as a ; 
; ; all lines, are substantially above those of market place for these securi- z 
Now Yielding a year ago. Coupling these facts with the ties, bringing them to the at- : 
undoubted activity of production to which tention of forty thousand ; 
reference has already > or- American investors every v 
over 8.55 reference has already been made, favor ; 
% able pictures of conditions at the present month. Financial houses ‘ 
and in the recent past is secured. handling Canadian securities . 
Preferred Stock Divi- | should take advantage of this f 
Some Cautionary Suggestions department. It will appear f 
dends were earned 2.40 | ’ : if 2 = . | again in our issue of Feb. 17. t! 
times during the year end- It is to be borne in mind, in all of this anal- We will be glad to mail you 
dN b 30. 1922 ysis, however, that the very height of pres- detailed information upon re- ; 
° Svemnes ° P ent and recent production figures, as well quest. ‘ 
as the great size of those for transportation 
: indicates that further advances are not very —_—_—_—_— } 
Send for Circular P-18 likely to occur, but that we are already Add a 
at or near maximum level for the imme- a ae aes 
CITIES SERVICE COMPANY diate present and future. Assuming that ; 
H that is true, it may reasonably be in- Che AGAZINE ‘ 
enr erty ferred that the effect of good volume of 
& future business upon the stock market has , 
60 WALL ST NEW YORK already made itself felt, and that mere oWALL STREET , 
BRANCHES 8 omen ones volume _is not likely to produce any ' 
greatly improved results in security values 42 Broadway New York 
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acting favorably upon investment securi- 
‘5 must now be sought rather in read- 
justments of prices and costs of produc- 
ton, and not in mere volume of turnover, 
tie latter influence having apparently ex- 


es scam 





va of Peguente Check 

taste Gon an fone 

nt) ty, ‘New York ost 
included ) 


iausted itself for the present, insofar as 
an now be judged. 

The charts showing general or national 
idexes of business and production devised 
y the Federal Reserve Board and banks 
ointly have within the past few days 
een issued for the first time and are here- 
with reproduced because of their general 
nterest. 
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makes his office in Baltimore, but is fre- 
juently in New York. On one of his 
visits, he encountered a man whom he had 
known when he was railroading in the 
Middle West. He spent the day piloting 
him around New York. At the end of the 
day, the friend said to Mr. Willard: 

“Well, I have seen considerable of New 
York, but I haven’t run into the New 
Yorkers.” 

“TIow is that?” asked Mr. Willard. 

“Well,” said his friend, “you introduced 
me to bank presidents, cashiers, railroad 
presidents, life insurance presidents, ship- 
ping company presidents, managers and a 
whole raft of executives of industrial 
corporations of one kind or another, and, 
so far as I recall, every single one of them 
on learning that I was from the West, 
told me where he had come from. One 
was from Iowa, another from Mississippi, 
one from Texas and one from Minnesota; 
there was a man from Maine and two 
from St. Louis; another was from Cali- 
fornia, and I believe Tennessee, Ken- 
tucky and Florida, as well as Oklahoma, 
were all represented in the list—but 
where in thunder are all the New 
Yorkers ?” 

“Why we saw hundreds of them,” 
Mr. Willard. 

“Where?” asked his friend. 

“Why, in every office we went into,” 
said Mr. Willard. “Didn’t you see all 
those men sitting around in the back part 
of the different offices, most of them sit- 
ting on high stools and writing indus- 
triously in books? Well, they were the 
native New Yorkers. Most of them are 
working for the fellows who were trained 
somewhere else.” 
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How Are You Faring 
In the Security Market ? 


Have the recent disturbing developments in Europe and the 
unexpected shifts in the stock market shaken your confi- 
dence in your own ability to interpret marketwise the course 


of events? 


Subscribers to the Investment and Business Service of THE 
MAGAZINE OF WALL STREET have no moments of un- 


certainty or indecision. 


How do you decide 
whether to buy or sell? 


The chances are, you are too busy with your own affairs 
to devote yourself to thorough study of the investment sit- 


uation and the technical position 


And 


of the stock market. 


you haven't the facilities, even had you the time, to make 
a thorough inquiry into general business conditions, into 


the financial positions of several 
the banking situation, the coal, 


hundred corporations, into 
textile and rail labor con- 


troversies, the European problem—the thousand and one 
other factors of market importance. 


The Investment and 





1.—Prompt replies to inquiries 
regarding any security—or the 
standing of your broker. 


2.—An eight-page service report is- 
sued every Tuesday. 


3.—The technical position for trad- 
ers showing what to do with 
100 stocks or more. 


4.—The Richard D. Wyckoff graph 
of Business, Money, Credit and 
Securities. 


5.—A brief but thorough survey of 
the various fields of industry. 


6.—Without additional charge a 
summary of about 50 words, 
sent to you by night letter col- 
lect—optional with you. 


7.—Recommendations of profit pos- 
sibilities in bonds. 


8.—A special wire or letter when 
any important change impends. 









With your subscription, send us a 
list of your securities, on which 
we will render our opinion 
without extra charge. 








THE INVESTMENT 
AND BUSINESS 


eo. SERVICE 
wv of The Magazine of Wall Street 


42 Broadway, New York City 


Business Service 


The recognized guide and author- 
ity for the man of moderate means. 
It is a cold-blooded analysis of all 
the factors that enter into the in- 
vestment and trading situations. 
The advices are clear and definite. 
They not only lead to trading profits 
but show you how to obtain a higher 
investment yield. Test the service 


Three Months’ Test 
$40 


The cost of the Investment and 
Business Service is $125 per 
year. If you use this 
coupon before Feb. 15, 
1923 we shall allow & 

find my check 


you, however, to 
Sims for the 


test it for three 
for { $40 


Investment and 
Service, to be sent me once 
an entire year 

a week for ) or three months 
beginning with the next issue. 


(The special trial offer expires February 
15, after which date only yearly subscrip- 
tions will be entered.) 


of 


Enclosed 


AGErOOS ccccccccccceccccccccccccces 


Wire service wanted—yes © 


Jan. 20. 
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Central and 
South American 
Government 


Bonds 


Dollar and Foreign Currency 
Issues 


Bought - Sold - Quoted 


Coupons Cashed 


Inquiries Invited 


F. J. LISMAN & CO. 


Established 1890 
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J! 
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COMPARATIVE 








on 


STANDARD OIL 


STOCKS 


We have compiled a Com- 
parative Table showing 
the new capital and the 
old capital of the various 
Standard Oil companies 
which have recently 
changed their capitaliza- 
tion. 


The Table also shows the 
new and old dividend 
rates, par values and num- 
ber of shares of these com- 
panies. It should prove 
valuable to those inter- 
ested in this group of se- 
curities. 


Copy mailed free upon request 


ARL H. PFORZHEIMER & CO. 


Dealers in Standard Oi! Securities 


25 Broad Street New York 








UNLISTED UTILITY BOND INDEX 


POWER COMPANIES 
Asked Price 

Adirondack P. & Light Ist. & Ref. 6s, 1950 *s 101 
Adirondack Electric Power Ist 5s, 1962 +. 97 
Alabama Power Co. Ist &3, 1946 ° - 92% 
Appalachian Power Co. Ist 5s, 1941 ‘e 90% 
Calif.-Oregon Power Co. Ist & Ref. 7%s Series A, 1941 2 108% 
Central Maine Power Co. Ist & Gen. Mtge. 7s Series A, 1941 e 103% 
Central Maine Power Co. Ist 5s, 1949 -_ 93 bid 
Central Georgia Power Co. Ist 5s, 1988 +. 90 
Columbus Power Co. (Georgia) Ist 5s, 1936 7" 97 
Colorado Power Co. Ist 5s, 1953 * 91% 
Consumers Power Co. (Michigan) Ist 5s, 1936 - 96 
Electric Development of Ontario 5s, 1933 Pa 96% 
Great Northern Power Co. Ist 5s, 1935 oe 95 
Great Western Power Co. Ist & Ref. 7s Series B, 1950....... ee 107 
Great Western Power Co. 5s, 1946 _ 
Hydraulic Power Co. Ist & Imp. 5s, 1951 - 99 
Idaho-Power Co. 5s, 1947 - 94 
Laurentide Power Co. Ist 5s, 1946 - 96 
Madison River Power Co. Ist 5s, 1935 ee 99 
Mississippi River Power Co. Ist 5s, 1951 ‘ iw 96 
Niagara Falls Power Co. Ist & Cons. Mtge. 6s, 1950............-+0 = 
Ohio Power Co. Ist & Ref. 7s, 1951...........-++0- piwemeseesoonet Bee 106 
Penn.-Ohio Power & Light Notes 8s, 1930........ Pd0Geeusseeesoom C.. 
Potomac Electric Power Gen. 6s, 1923 _ 98 
Puget Sound Power Co. Ist 5s, 1933 ee 95 
Salmon River Power Ist 5s, 1952 ee 95 
Shawinigan Water & Power Co. Ist 5s, 1934........ eececcccccecces A.. 99 
Southern Sierra Power Co. Ist 6s, 1986 
Southwest Power & Light Ist 5s, 1943 
West Penn Power Co. Ist 7s, 1946 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Co. Ist 5s, 1960..... eeecedoccecoscocccccsece _ 
Buffalo General Electric Co. Ist 5s, 1930 , : 
Canton Electric Co. Ist 5s, 1937 

Cleveland Elec. Illum. Co. 5s, 1989 

Denver Gas & Electric Co. Ist 5s, 1949 

Duquesne Light Co. Pittsburgh 7%s, 1936 

Evansville Gas & Electric Co. Ist 5s, 1932 

Indianapolis Gas Co. Ist 5s, 1952 

Los Angeles Gas & Elec. Gen. 7s, 1931 

Nevada Calif. Electric First 6s, 1946 

Okla. Gas & Electric Ist & Ref. 7%s, 1941 

Okla. Gas & Electric Ist Mtge. 5s, 1929 

Rochester Gas & Electric Corp. Series B 7s, 1946 

San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939 

San Diego Cons. Gas & Electric Ist Mtge. Ref. 6s, 1939 

Standard Gas & Electric Conv. S. F. 6s, 1926 

Standard Gas & Electric Secured 7%, 1941 

Syracuse Gas Co. Ist 5s, 1946 

Twin State Gas & Electric Ref. 5s, 1953 


TRACTION COMPANIES 


American Light & Traction Notes 6s, 1925 

Bloomington Dec. & Champ. Ry. Co. Ist 5s, 1940 

Danville, Champ. & Decatur 5s, 1938 

Georgia Railway & Power 5s, 1954 

Kentucky Traction & Terminal 5s, 1951 

Knoxville Railway & Light 5s, 1946 

Milwaukee Light & Heat & Traction 5s, 1929 

Monongahela Valley Traction Co. Gen. Mtge. 7s, 1923 

Memphis Street Railway 5s, 1945. .......csceccceccccccceccesceecee G.. 
Northern Ohio Traction & Light 6s, 1926 

Nashville Railway & Light 5s, 1958 

Portland Ry. P. & L. Ist & Ref. Series A 7%s, 1946 

Topeka Railway & Light Ref. 5s, 1933 

Tri-City Railway & Light 5s, 1930 

United Light & Rye. Rel. Se, 190B. .ccccccccccccccceccccsccccceces as 
United Light & Rys. Notes 8s, 1980..........se.seeees wieeneoe ete C.. 


TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 5-Year 6s, 1924 seceseoose: &.. 
Bell Tel. Co. of Canada Ist 5s, 1925.............e00e eccccccecoces - 
Chesapeake & Pot Tel. Co. (Va.) Ist 5s, 1943 = 
Home Tel. & Tel. of Spokane Ist 5a, 1986... ........ceeseeees esoee Bes 





Western Tel. & Tel. Collateral Trust 5s, 1982......... eecnssoeseese Rie 


* Without warrants. 
A—High Grade. B—Middle Grade. C—Speculative 


Yield 
5.90 
5.15 
5.60 
5.41 
6.70 
6.65 
5.50 
6.00 
5.30 
5.55 
5.40 
5.40 
5.60 
6.35 
5.50 
5.05 
5.40 
5.30 
5.10 
5.25 
5.60 
6.55 
7.50 
8.50 
5.60 
5.30 
5.10 
6.00 
5.90 
6.65 
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AMERICAN LIGHT & TRAC- 
TION 6% NOTES 


V ith Marked Improvement in Earn- 
ing Power Shown Recently, the Notes 
Appear Attractive at Par 


S a whole, the unlisted public utility 
/ bond market during the past few 
- weeks has shown a tendzncy to go 
her compared with prices of early in 
| ecember but fractional advances have 
n the rule mostly. Buying of bonds 
still reported as not being as heavy as 
1 been expected in some quarters after 
tle first oi the year. Investment of Jan- 
u.ry funds received in dividend and in- 

est payments is probably responsible 
ior some of the buying, though a slightly 
better tone to securities markets has en- 
c uraged buying to some extent. 

To those who do not follow the affairs 
American Light & Traction Co. close- 
the two different quotations for the 

@ gold notes, due May 1, 1925, is ruz- 

ng. The notes without war-unts at- 

t.ched are selling betwee> jur and 101 
hile the notes with warrants attached 

e quoted nine points higher. 

There were originally $6,000,000 of the 

ites outstanding from the time of issue 

1920 until the latter part of last year. 

(im November 1, 1922, half of the issue 
as redeemed, so that $3,000,000 is now 
itstanding. Warrants which are at- 
iched to the notes entitle the holder to 
urchase common stock in the ratio of 
wo-thirds of a share of common for each 

100 face value of notes at $147 a share 

» and including May 1, 1924, and at $152 

share from then on to maturity. Quo- 

ations for the stock are around $140 a 

hare. 


Low Interest Charges 


In view of the exceedingly small in- 
erest charges, the notes appear attractive 
ind if purchase is possible at par a yield 
f 6% would be given. Present price is 
100% bid and a recession in the market 
night enable purchase at par. 

American Light & Traction (a holding 
company) has no funded debt other than 
the $3,000,000 note issue. Total interest 
charges require but $180,000 annually. 
Net earnings available for dividends as 
shown in a statement for twelve months 
ended September 30, 1922 (the latest 
available), amounted to $4,163,164, equal 
m an annual basis to better than $12 a 
share for the common stock. Company’s 
earnings are better than twenty times in- 
terest requirements. This compares with 
earnings of $7 a share on the common 
stock in the previous twelve-month pe- 
riod. A dividend increase on the common 
may be forthcoming soon but this has lit- 
tle bearing on the notes which are prior 
to the stock issues. 

Purchase of the notes without warrants 
attached around par seems desirable on a 
yield basis to be held to maturity in two 
years rather than those notes with the 
warrants attached which inject a specula- 
tive element in the transaction. The notes 
are redeemable at 101 on any interest 
date. 


for TANUARY 20, 1923 
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OF RISK IN 
INVESTMENT 
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What is the Cash Value 
of Knowledge? 


Knowledge is power ; but can its real value be gauged in dollars and 
cents? General knowledge is difficult to appraise, but specific knowl- 
edge can be readily turned into cash. Industrial executives have at 
their command an enormous fund of general information, compiled 
by statistical organizations, but the value of this information is les- 
sened because of the necessity for combing the mass of data for such 
portions as apply to the needs of the individual. 


Present-day conditions have shown the need for knowledge that is 
specific—knowledge that brings either an actual economy or increased 
revenue, or both. Specific knowledge of this character is now avail- 
able in AVRAM EXAMINATIONS and REPORTS. An Avram 
Report gives you knowledge of cash value. For it is based on an 
exhaustive study of YOUR particular business—not on a survey of 
business in general. It discovers and solves YOUR problems individ- 
ually instead of offering a general panacea for the ills of industry as 
a whole. 


An AVRAM REPORT illuminates every vital function of your organ- 
ization—analyzes it, strengthens the weak points and points the way to 
ultimate development of its potential strength. It is an examination 
and report of YOUR business, on YOUR premises, studying YOUR 
conditions, YOUR geographical position, YOUR labor problems, 
YOUR product and YOUR market. One finding of AVRAM Spe- 
cialists may result in the discovery of economies or sources of in- 
creased revenue that would never come to light through the most 
diligent study of general statistics. Therein lies the Cash Value of 
Avram Service. 

AVRAM RECOMMENDATIONS, based on the findings of the ex- 
amination, lay down a constructive program for improvement in finan- 
cial structure, production methods, engineering practices, administra- 
tion policies and marketing facilities. These recommendations, when 
put into effect, insure a practical, successful business policy and the 
cash value of knowledge—Prosperity. 


Ask for a copy of “Science in Industry.” 26 pages 
of vital information, based on 18 years knowledge 


and experience in solving industrial problems. 


M.H. AVRAM & COMPANY 


INCORPORATED 
Management and Industrial Engineers 
360 MADISON AVENUE, NEW YORK 











7% Income 
5% Profit 


A 7% income is assured, 
and 5% profit is easily 
possible during this year, 
on a diversified invest- 
ment in sound railroad, 
public utility and indus- 
trial preferred _ stocks. 
We have made up a spe- 
cial circular on preferred 
stocks, naming five issues 
in each of the three 
classes that yield 


6% to 72% per annum 


These issues form our 
choice for a diversified 
investment such as we 
mention, and a copy of 
the circular will be sent 
free to investors on re- 
quest. 


Ask for M. ¥. 68 


R. J. McClelland & Co. 


Investment Securities 
New York 











We Specialize in 


the Securities of the 


B.R. T. 


System 


Inquiries Invited 


W™ Carnegie Ewen 
Investment Securities 
2 WALL ST.—NEW YORK 
Telephone Rector 3273-4 




















TEST OF STRENGTH COM- 
ING IN RESERVE SYSTEM 
(Continued from page 531) 








serve Banks, but it is always very de- 
sirable to take that step only with the 
consent of the banks that are extending 
the use of their funds in this way. Op- 
position on their part or hesitation be- 
cause of unduly low rates of interest 
tends to impede the operation very great- 
ly. Governor Harding has never been 
hostile to the agricultural interests, popu- 
lar impression to the contrary notwith- 
standing. When he was in the banking 
business in the south much of the busi- 
ness he did had to do with agricultural 
loans. On the other hand, he has never 
been much of a farm-bloc man or in- 
clined to make unduly low rates in favor 
of agriculture. In his experience in the 
Board he has learned to recognize the 
danger of overlending on long term agri- 
cultural security and thus tying up the 
funds of the Reserve Banks. The farm 
bloc, therefore, will find in his governor- 
ship of the Boston Bank an obstacle of 
rather serious importance should it be in- 
tended to obtain from the Reserve Sys- 
tem accommodations whose scope and rate 
are such as to raise any dangers. What 
the farm bloc will do in this situation re- 
mains to be seen, but the prospect now is 
that the Federal Reserve Board member- 
ship will be filled up with political ap- 
pointees and the question to be settled will 
then be how far these politicians can suc- 
ceed in’ directing the current of events 
and how far they will have to submit to 
sound and economic management. 


Capper Bill Reported 


Meanwhile the Capper bill has been re- 
ported by the Senate Committee on Bank- 
ing and Currency. It provides another 
elaborate system of bank organization de- 
signed to furnish “intermediate credit.” 
Such credit is to be supplied for the pur- 
pose of enabling the fattening of live- 
stock or the conduct of agricultural oper- 
ations requiring from six months to three 
years. There is apparently nothing in the 
Capper bill in its final form which would 
make it compulsory upon Reserve Banks 
to rediscount such paper for the new 
agricultural credit corporations, but the 
pressure to which they would be sub- 
jected if they refused to discount it might 
be very serious. How long it will take 
to pass the Capper bill or something of 
the kind is difficult to say, but the pros- 
pects now favor this enactment before 
the end of the short session. Should 
there be any considerable debate on it in 
the Senate, it might not make much prog- 
ress there during the present month. An 
effort is therefore being made to get a 
general agreement to put it through with- 
out much discussion and leave it to be 
amended in the House. However, there 
is enough opposition to make the success 
of this program very doubtful, particu- 
larly as there are many legislators who 
want to use the Capper bill as a means of 
keeping the Subsidy bill out of the way 
until near the close of this session. 


BANK RULINGS AND 
DECISIONS 
(Continued from page 533) 








Richmond Par Clearance Vase Dis- 
missed 


The petition of the Farmers and Mer- 
chants Bank vs. Federal Reserve Bank of 
Richmond, asking for a rehearing of the 
so-called Richmond par clearance case, 
has been dismissed. The court’s previous 
opinion had held unconstitutional the act 
of the Legislature of North Carol’na 
which sought to authorize state banks to 
impose exchange charges on checks for- 
warded through Federal Reserve Banxs, 
No change is made in the original ce- 
cision and the request for a rehearing jis 
merely dismissed without further co:n- 
ment. 
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THE DREAM OF GOVERN- 
MENT OWNERSHIP 
(Continued from page 491) 








itslf must call for mercy. Since the 

ckse of the war several governments 

have found their state railway systems to 
white elephants, yet they cannot dis- 
e of them, for no private organization 
| now undertake a burden so greatly 
eased by government inefficiency. 


Conditions in Various Countries 


n Italy, for example, the railways 
sent a most striking example of the 
iculties and weaknesses of state man- 
sment. During seventeen years of pub- 
control they have ceased to be the 
gest producers of national profit. Be- 
re the war the Italian railways brought 
from forty to fifty million lire a year, 
lich might be regarded as equivalent to 

1 very moderate rate of interest on the 

e and a half billion lire which had been 

nt on constructing them. The deficit 

1921, however, was over a billion lire, 
d the Government is now trying to lease 
the system to any private interest that 
will take it over and operate it. But there 
e no takers. 

In Switzerland, where previous to the 
ar government railway operation had 
een fairly successful, the public seem to 
ive concluded that railway nationaliza- 
on does not pay, and sentiment is veer- 
g toward private operation. The net 
evenue has not been sufficient, to meet 
xed charges in any year since 1914. 
here was a steadily increasing deficit 
own to 1918, when it was nearly twice 
s large as the deficit for 1914. Some im- 
rovement occurred in 1919, although the 
tate railways incurred a deficit for that 
ear of six million dollars. The total 
perating deficit on the government lines 
luring the six years to 1919 was more 
han $66,000,000. A petition for de- 
iationalization was recently circulated 
hroughout the country, and it would not 
casion surprise if such a movement 
proved successful. 

Reverting to the situation in Canada, I 
have no desire to take advantage of stark 
statistics in this matter. The Canadian 
rranscontinental was and is more or less 
f a political road and was not seriously 
expected to pay. Its western connection, 
the Grand Trunk Pacific, could not be 
made to pay by private management and 
the same is true of the Canadian 
Northern. 

It is noteworthy that there has been a 
considerable volume of opinion in Canada 
to the effect that the best way out of the 
difficulty is to turn the national roads 
over to the Canadian Pacific Railway 
Company in some form or another, as 
there is little confidence in the capacity 
of Government to administer the railways 
as efficiently as a private company. Sir 
William Acworth, the English railway 
authority, was one of the Commission 
appointed by the Canadian government to 
decide what to do with the Canadian 
Northern and Grand Trunk Pacific, who 
voted for government ownership. He did 
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so only because in the existing dilemma 
he could see no other way to keep the 
roads running, since only a government 
could view enormous deficits with equa- 
nimity. He is, however, pessimistic as to 
the outcome of any such movement. “A 
democratic government,” he says, “cannot 
with the ordinary political machinery suc- 
cessfully run a commercial business.” 

In 1918 the Canadian Northern and the 
Grand Trunk Pacific were taken over 
and linked up with the old Intercolonial. 
By the end,of 1921, the deficit of this 
government system (the Canadian Na- 
tional Railways) had become appalling. 

Thus the Canadian people have recently 
embarked on what might be characterized 
as a new adventure in the Government 
ownership of railways. The statute 
creating the Canadian National and pro- 
viding for a board of management was 
passed early in 1919, but the board 
of the old Canadian Northern was per- 
mitted to function until October, 1922, 
when Sir Henry Thornton assumed lead- 
ership as president of the new board. The 
Canadian National was created by the 
consolidation of the Grand Trunk, the 
Grand Trunk Pacific, the Canadian North- 
ern, National Transcontinental, Intercolo- 
nial, Prince Edward Island and various 
small branch lines. 

This is the essence of the situation 
under government ownership and manage- 
ment in Canada at the present time. There 
has been a determined effort to eliminate 
the railway deficit for 1922, but the fixed 
charges remain at $100,000,000 according 
to standard accounting, and that is the 
mountain which Sir Henry Thornton and 
his associates have been called upon to re- 
move. It is interesting to note that the 
man who has now been called in to pull 
the Canadian National out of its slough of 
despond—Sir Henry Thornton—received 
all of his training in the field of . private 
railway operation. Born an American, his 
first railway experience was with private 
operation in the United States, whence he 
went to England to become one of the 
leading railway managers in that country. 
His work as a member of the Committee 
of Railway Managers who operated the 
English railway system during the war 
won him knighthood, and he now returns 
to North America to try his hand at an 
attempt to put a government system of 
railways onto an efficient basis. If he suc- 
ceeds, it will only be because of the appli- 
cation of the effective principles of private 
railway operation to a government system. 

Returns from other countries show 
what difficulties the war and its after- 
math have brought upon government own- 
ership and operation. In 1920 the Danish 
State Railways suffered a deficit of 54,- 
000,000 crowns; in Norway, the state rail- 
way deficit in 1921 was nearly 19,000,000 
crowns, while the state railways in Ger- 
many had a deficit of over 13,000,000,000 
marks in 1920. Even at the depreciated 
value of the mark in the latter year, when 
it had fallen by no means so low as re- 
cently, such a deficit is nothing less than 
appalling. By contrast, the private railway 
systems of Great Britain and the United 
States, which have now been out from 
under their war-time guarantee for from 
one to three years, display a much better 
condition, physically and financially, than 


any state railway system in the world. 
It has been well said: more business in 
government and less government in busi- 
ness. In this land of magnificent business 
acumen and initiative, our thoroughly un- 
businesslike methods of conducting public 
affairs offer a curious spectacle. What- 
ever the cause, the facts are accepted and 
understood, and we must take them into 
account in dealing with the problem of 
government ownership in this country. 





INTIMATE TALKS WITH 
READERS 
(Continued from page 540) 








not intimating a possible repetition of 
history, we believe that in moderate y 
capitalized stocks anything is possible-- 
up or down. Highly skilled technicia:s 
do, in fact, calculate and deliberate on 
the nearby possibilities but their work s 
very far removed from guesswork cr 
snap judgment. If a stock is a sale any- 
where it is a sale at the market. If this 
trader really believed 150 a possibility for 
Studebaker then at 135, he should have 
been buying more of it regardless of th 
fact that he already owned it. If we 
traded, they would all look alike to u:, 
and it would not matter from whence 
new 15-point profit came—whether in 
new friend or an old one. 

Logic is a great asset in trading an 
investment. 





BETHLEHEM STEEL CORP. 
(Continued from page 515) 








have to consider now is what the dividend 
policy of the company will be in the im- 
mediate future. There is a fair chance 
of earnings in the coming year being suf- 
ficient to cover the 5% rate and it is pos- 
sible that this rate will be maintained. 
On the other hand, the management is of 
the conservative type and as there are 
many millions to be spent in co-ordinat- 
ing and improving the newly acquired 
properties, they may decide that at this 
time surplus earnings could be used to 
much better advantage on the property 
than by paying them out in dividends to 
common stockholders. 

There could be no criticism of this pol- 
icy in view of the fact that dividends 
were maintained throughout 1922, al- 
though nothing was earned on the com- 
mon. The market action of the common 
stock has reflected the uncertainty of the 
dividend outlook, having declined from a 
high of 82% in May, 1922, to present lev- 
els of around 60. To pay the 5% divi- 
dend on the 180 millions common to be 
outstanding will take over 9 millions a 
year and unless the steel industry re- 
mains very active throughout 1923 it is 
the writer’s opinion that the dividend will 
be reduced or passed. In view of this un- 
certainty a commitment in the stock is 
not advisable at the present time. 

So far as the long-range viewpoint is 
concerned a decidedly optimistic opinion 
appears warranted. With the able man- 
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ment the corporation is fortunate in 


having, production costs are undoubtedly 


gong to come down. The financial struc- 
ture of the company is strong and capi- 
tal. zation is on a conservative basis. The 
property is complete in every respect for 
the manufacture of practically all com- 
mercial steel products and ample supplies 
of all necessary raw materials are owned. 
Urder these circumstances there would 
ap,ear to be no good reason why Beth- 
lel em should not be able to develop a 
larze earning power in years to come, al- 
th ugh the immediate earning power may 
be cut down due to preliminary expenses 
necessary for the greater unification of 
properties. 

he new 7% cumulative preferred 
k, selling around 95 to yield 7.37%, is 
a very strong position with an assets 
ie of $400 a share and at this price 
kes a decidedly attractive investment. 





ANSWERS TO INQUIRIES 
(Continued from page 544) 








REAL ESTATE BONDS 
Some Good Investment Opportunities 


In the January 6 issue of the MAGAZINE OF 
WALL Street I noticed under Answers to In- 
ries your remarks on Real Estate bonds 
uw vich between the lines appears to give a de- 
cided note of caution. I have some of my 
funds invested in 8S. W. Straus & Co. bonds 

d would like to have your frank opinion as 

the desirability of my investment in these 
is:ues.—S. F., Rochester, N. Y 

S. W. Straus & Co. have demonstrated 

er a long period of years their ability 

select desirable investments for their 
stomers. We did not intend to convey 

e impression in our previous remarks 

1 real estate bonds that issues sold by 

uses of excellent reputation such as 

W. Straus were not attractive invest- 
ent opportunities. We were simply point- 
out the advisability of diversifying 

.e’s investments. No matter how de- 

rable any one issue may appear it is not 

ivisable to place all of one’s funds in it 

1 there are many good issues available 

nd, as nothing is certain in this world, 

reater protection is obtained by not plac- 

ig all your eggs in one basket. In our 
pinion there is no good reason why you 
hould not continue to retain your invest- 
rent in S. W. Straus bonds. 





AMERICAN CHICLE 
Readjustment Plan 


Please let me have a report on American 
hicle Company affairs—N. R. T., Long 
sland City, N. Y. 

The balance sheet of American Chicle 
‘o. at the close of 1921 showed that, 
vhile current assets exceeded current lia- 
ilities, the clause in the note issue pro- 
iding for quick assets to be maintained 
o the extent of 150% of notes outstand- 
ng had not been complied with. On Au- 
gust 30, 1922, the committee formed for 
the protection of the 6% noteholders 
adopted and filed the following plan for 
the readjustment of the company’s debts: 
It is proposed to create a new issue of 
$1,710,000 five-year 6% notes to be ex- 
changed for the old note issue in an 
amount equal to 90% of holdings, the re- 
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A number of people bought stocks at low levels in the middle 
of 1921, which showed handsome paper profits in the fall of 
1922. In view of bullish news from almost every quarter, they 
continued to hold, with the result that the October-November 
break cancelled in a few weeks the accumulated gains of many 


months. 


Associate Members of the Richard D. Wyckoff Analytical 
Staff, over the same period, not only made much larger profits 
than the average investor, but actually took them at the top of 
This placed them in a 





the rise—before the market broke. 


position to take advantage of new opportunities. 


Of course, no one can be infallible, but our Staff succeeded, 
last year, in pointing out opportunities from which Associate 
Members realized profits equivalent to over eighty-five times 


the yearly cost of membership. 


Write for our record of actual transactions, since Sep- Pf 
tember, 1921, compare them with your own, over Pa 


the same period, and then decide whether you ~~ 


, . 7 
need this service. /’ _ RICHARD 
D. WYCKOFF 


7 
/’ ANALYTICAL STAFF 


, A 42 Broadway, New York. 


“ 
What can your staff do for me? 


Mail the coupon today, and _~ 


. . 1 am interested in © Investments 
full information, together o for a long pull or © trading or 
° - re) © both. 
with the proof, will Pd ¢ (Mark the ones you are interested in.) 
“ My present holdings and available capital total 
be sent to you 7 EE On coc neiedcnadenesecses 
"i This is to be held in strictest confidence by you. 
at once. w I understand there is no charge or obligation in send- 
’ 4 ing for this information. 
oa Name ..ccccccccccesecsesesesesseeseseseesesssssseeere 
Y Address 2... cc cece ccc sccccecescsceseesreeesseseseessesseeees 
ra PhOME 2... ccc cccccccccsccccereceeseeseeeseseesssessssssseeeeees 
7 City and State 2.0... ccccccccccccccsccccccccseseeeseseseseseesseseese 
rs 
7 Jan. 20. 



























Specialists in High Grade 
Municipal & Railroad Bonds 


Stocks Carried on Conservative Margin 


Our Weekly Offering List 
Mailed on Application. 


PE CUSICK & CO. 


74 BROADWAY 
NEW YORK~ 


TELEPHONE ~ BOWLING GREEN 3060 
Scranton Office: 219 N. Washington Ave. 


MEMBERS 
NEW YORK 
STOCK EXCHANGE 

















PARTIAL 
PAYMENTS 


The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW.5, which 
explains our plan and terme, 


James M. Leopold & Co. 
Established 1884 
Members New York Stock Exchange 


7 Wall Street New York 














STOCK MANUAL 


It contains over 250 pages of valuable 
condensed statistics and information 
relative to stocks and bonds listed on 
the leading exchanges in United States 
and Canada. 
If you cannot call, one for Booklet 
M.W. 


WILSON & CHARDON 

Members Consol. Stock Each. of N. Y. 

62 Broadway New York 
Telephone Whitehall 1964. 








FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting information and markets 
on request. 

JOEL STOCKARD & COMPANY 


Penobscot Bldg., Detroit 
Members Detreit Stock Exchange 








Foot Deformities 
Corrected while you walk. 
No unsightly shoes. 
Makers of Flexible orthopedic insoles. 
By Appeintment. 
Robert Valverde 
Columbus 9138 


200 West 72nd Street New York 

















Option Trading 


to the dollar and offers speculative oppor- 
tunity with unlimited profits from small 


investment. Full explanation of this 
method of stock operation given in book- 
let “W.” Free on request. 


JEFFERSON & JEFFERSON 


INCORPORATED 
42 BROADWAY, NEW YORK 


LICENSED BROKERS IN 
PUTS AND CALLS 
Largest dealers in U. 8S. specializing exclusively 
in contracts guaranteed by members of the New 
York Stock Exchange. 














570 


maining 10% to be paid in cash. Holders 
of bank indebtedness will agree to ex- 
tend such indebtedness for one year from 
October 1, 1922, at 6% interest with a 
provision of a further extension of four 
additional periods of one year each. Bank 
and note debts must be discharged in 
equal amounts and no dividend shall be 
paid on the preferred or common stock 
until all indebtedness is discharged. For 
the year ended December 31, 1921, the 
company reported a deficit of $598,680 and 
for the six months ended June 30, 1922, 
a deficit of $183,980. The present manage- 
ment announced that steps have been 
taken to bring operating expenses down; 
the factory management has been reor- 
ganized and that there has been a sharp 
reduction in factory expense. There is 
$3,000,000 6% cumulative preferred stock 
and 153,703 shares of common stock of 
no par value. The stocks are, of course, 
in a highly speculative position in view of 
the large indebtedness of the company. 
Should, however, the company be able to 
reestablish its old earning power which 
was substantial, it might be able to work 
out of its predicament and the stock i 
not without long-pull possibilities. The 
risk, however, is considerable for, should 
earnings not come up to expectations in 
the next year, it is likely that the com- 
pany will be thrown into receivership in 
which event there would be little left for 
stockholders. 


DETROIT EDISON STOCK 
Good Business Man’s Holding 


Do you consider Detroit Edison stock a goot 
investment? I have 50 shares.—J. G., Flint, 
Mich, 

In Detroit Edison we believe you have 
an excellent business man’s investment. 
The company is earning its dividend with 
a substantial margin to spare. Moreover, 
Detroit is one of the fastest growing 
cities in the country and, in our opinion, 
Detroit Edison has a very bright future 
ahead of it. We see no reason why you 
should not continue to retain the stock 
for investment purposes. 


U. S. STEEL PREFERRED 
A Switch Suggested 


For several years I have held for invest- 
ment 25 shares of United States Steel pre- 
ferred which I purchased at 113. JI am con- 
sidering taking profits, as it is now selling 
over 120 and probably will not go very much 
higher. If you consider this wise what would 
you advise reinvesting in?f—F. L., Titusville, 
Pa, ; 

U. S. Steel preferred is a very high- 
grade investment issue but at present lev- 
els of around 121% we believe it has ad- 
vanced as far as it is likely to and that 
it would be a very good move on your 
part to take your profits at this level and 
reinvest your money in some sound se- 
curity that has a better chance of appre- 
ciating somewhat in value. Our sugges- 
tion is American Can 7% preferred which 
can be purchased around 112. While this 
is not as high a grade issue as Steel pre- 
ferred, still we regard it as a conserva- 
tive investment. Our reason for this 
opinion is that the management of the 
company is highly regarded and .has a 


record for unusual conservatism, having 
put money back in the property for years 
instead of paying it out in common divi- 
dends. Another very important factor 
that is favorable is the steady earning 
power of the company. Earnings are not 
very seriously affected by periods of de- 
pression. The canning industry is one 
that is growing steadily and seems to have 
a definitely assured future. This pre- 
ferred is now followed by a common 
stock issue that is paying dividends at the 
rate of 5%. There is a bond issue ahead 
but this is gradually being retired by sink- 
ing fund payments. 


SPICER MANUFACTURING 
Business on Favorable Basis 


I have been very much impressed with ti 
outlook for the automobile accessory group o/ 
stocks and have already made good profits i 
Stewart Warner and Martin Parry, whic 
stocks were called to my attention by ti 
Inquiry Deparment. I now hold 200 share 
of Spicer Manufacturing as this stock has n 
advanced very much and I understand it + 
doing well. What do you think of it?—S. L 
Newark, N. Jd. 

Spicer Manufacturing is one of th 
more important of the automobile acces 
sory companies and manufactures univer 
sal joints, clutches and springs for mo 
of the large automobile companies. Th 
only official report of earnings given ou 
in 1922 covered the quarter ended June 3 
and showed $1.40 a share earned on th 
common stock. For the full 1922 year i 
is estimated that operating profits wer 
equal to $5 a share on the common bu 
there may be charge-offs that will reduc: 
the final figure to $3 or $4. Orders havi 
been coming in at a satisfactory rate an 
the outlook at this time is for larger 
profits in 1923. As you state, the stock 
has not moved up as much as many othe: 
automobile accessory stocks, and at pres 
ent levels of 20 would seem to have quit 
attractive speculative possibilities. 


WHITE OIL 
A Highly Speculative Stock 


ago I purchased 100 shares o 
Oil at a much higher price. I will ap- 
opinion of the company. Do 
to average at present 


¢ 


Some time 
White 
preciate your 
you believe it advisable 
levels?—A, M. V. 

White Oil for the year ended Decem- 
ber 31st, 1921, reported a total income of 
$1,313,273 but had large sums to write off 
for inventory adjustments, dry holes, de- 
pletion and depreciation, so that the final 
result was a deficit of $2,543,026. For the 
nine months ended September 30th, 1922 
there was an operating profit of $196,446 
but after deducting interest on the funded 
debt and leases abandoned there was a 
deficit for the period of $354,610 

While this company started out origi- 
nally with a strong balance sheet the 
large sums spent in developing the prop- 
erty has reduced the company to a rather 
weak financial condition. The company 
has undoubtedly properties with possibili- 
ties but we are not very enthusiastic about 
the outlook. Of course, there may be 
some recovery in the stock from present 
low levels, but we consider this stock as 
very highly speculative and would not ad- 
vise averaging in it. 
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THE NATIONAL CITY BANK OF NEW YORK 
and 
GUARANTY TRUST COMPANY OF NEW YORK, TRUSTEE 
The Company will refund upon proper application the Pennsylvavia Four Mills Tax to holders of Series A Bonds resident ia that State 

th P ° ° Be ° j ° 

The Mortgage will provide for a Sinking Fund to retire all present and future issues of Series A Bonds by maturity 
ic 
th 

re The following information has been furnished by Mr. John D. Ryan, Chairman of the Board of Directors: 
n¢ 

‘ Business: The Anaconda Copper Mining Company together The Company will also specifically pledge with the Trustee for the 
L with the companies which have been heretofore con- _ prior security of Bonds issued endes the First Consolidated Mortgage, 






; ae solidated with it have for nearly forty years occu- shares of capital stock of the Chile Copper Company, American Brass 
pied a position as the world’s largest producers of copper and silver Company and Inspiration Consolidated Copper Company which, on 
with also a large output of zinc, lead, gold, arsenic and other important the basis of actual cost, represent a value in excess of $130,000,000. 
ky oh Wd a 4 — —_ large a : ores The Mortgage will contain provisicns for its modification, in certain 

eC ers. ough its acquisition o meri- res it % i . 
can Brass Company, which is the largest factor in the world in the Fe, SS es CO CWS C as oe 

















T- 
manufacturing and fabricating of copper and brass, the Anaconda Cop- : : 
ys per Mining Company has become a completely integrated organization Balance ge the basis of & consolidated nelenes sheet of & 
h covering every step in the copper industry, and now proposes to ac- Sh = ompany as ¢ eptember 30, 1922, after giving ef- 
uire a majority of the capital stock e Chil ” ; 
' qui jority of th . ck of the Chile Copper Company eet iy the eee | the proceeds of oo oon we 
u which has the most extensive and one of the most valuable known $100,000.000 Bonds and to the issue of $50,000, 
2 bodies of copper ore in the world Debentures, the net tangible assets, after deducting all liabilities, 
. oe —- “~~ — Ee ee as compared with a mortgage in- 
x > ebtedness of $124,669, and a total funded debt, including the 
Through the issuance of these Bonds and $50,000,- 
1 Purpose 000 Debentures, the Company will acquire 2,200,000 Debentures, of TEC. 






of Issue: shares, constituting more than 50%, of the outstand- ° : » 

ing capital stock of the Chile Copper Company, will Earnings: The combined average annual net income of the 
redeem the entire issue of its $28,080,100 Ten-Year Secured Gold Anaconda Copper Mining Company and the Ameri- 
Bonds Series B 7%, and will reimburse its treasury in part for the ‘ can Brass Company, before interest and deprecia- 
acquisition of the capital stock of the American Brass Company. The ise: oan ate eg oy a aT, » A ot ge ed = 

sani ill i » : : ° 090, st 3% 
remaining proceeds will increase the Company’s working capital. annual interest charges on the presently proposed mortgage indebted- 
. . no , ness, including this issue, and over two and one-quarter times the 

Security: The Bonds, in the opinion of counsel, will be secured annual interest charges on the total funded debt, including the pro- 

by a direct mortgage lien on all the plants, real es- 

- posed issue of Debentures. 

tate and equipment owned by the Anaconda Copper : . — . . 
Mining Company at the date of the execution of the Mortgage and by While unsatisfactory conditions prevailed during the first part of the 
the pledge thereunder of shares of capital stock of certain controlled year 1922, operations during the last half of the year have resulted in 
companies, subject to the prior payment of $24,669,000 outstanding earnings available for interest and depreciation at the rate of over 
Series A 6% Ten-Year Secured Gold Bonds, due January 1, 1929, $12,000,000 per annum. 
which are non-callable. The total aggregate value of such properties Because of an exceptionally low production cost of Chile Copper Com- 
and the assets of the said companies amounts to more than $173,000,- pany on the basis of a 15c price for copper should show an average 
000, as included in the consolidated balance sheet of the Anaconda profit before interest, depreciation and depletion of over $14,000, 
Copper Mining Company. per annum at the present rate of production. 




















Application will be made to list these Bonds on the New York Stock Exchange 


The Bonds are offered if, as and when issued and received by us subject to authorization of the Company's stockholders and to approval by 
counsel of all legal matters. It is anticipated that delivery of interim receipts will be made on or about February 1, 1923. 


Price 9642 and Interest, Yielding over 6.25%, 


Against confirmed sales, we will accept in payment, bond for bond, Anaconda Copper Mining Company Ten-Year Secured Gold Bonds 
Series A 6%, due January 1, 1929, at 102 and accrued interest to February 1, 1923, and Ten-Year Secured Gold Bonds, Series B 
7%, due January 1, 1929, at 104 and accrued interest to February 1, 1923, the difference in each case to be paid in cash at the 
time of delivery of the new bonds of the Company. Special forms of interim receipts will be issued covering these exchanges. Bonds 
issued in exchange for Ten-Year Secured Gold Bonds, Series A 6%, will be in addition to the amount of this offering. 















The National City Company 
The Mechanics & Metals National Bank, New York 





Guaranty Company of New York 
Bankers Trust Company, New York 


Dillon, Read & Co. Lee, Higginson & Co. Harris, Forbes & Co. 
Halsey, Stuart & Co., Inc. 















Kidder, Peabody & Co. Brown Brothers & Co. 

E. H. Rollins & Sons Kissel, Kinnicutt & Co. yr ven cenrg a ed c 
White, Weld & Co. pencer Tras 0. 
— “4 “ Hornblower & Weeks W. A. Harriman & Co., Inc. 

Hayden, Stone & Co. _— 
Redmond & Co. ’ y . Cc. D. Barney & Co. 
Marshall Field, Glore, Ward & Co. Graham, Parsons & Co. 
Cassatt & Co. , 
Blyth, Witter & Co. Edward B. Smith & Co. Ames, Emerich & Co. 
National Shawmut Bank of Boston 





J. & W. Seligman & Co. 
First National Bank, Boston Mercantile Securities Co., San Francisco 
Continental and Commercial Trust and Savings Bank, Chicago 
First Trust & Savings Bank, Chicago The Northern Trust Company, Chicago 
The Union Trust Company, Cleveland The Cleveland Trust Company, Cleveland 


Anglo London Paris Company, San Francisco Bank of Italy, San Francisco Mercantile Securities Co., San Francisco 





Old Colony Trust Company, Boston 
Mellon National Bank, Pittsburgh 










The above information is based upon official statements and statistics on which we have relied. We do not guarantee but believe it to be correct. 











for JANUARY 20, 1923 














TRADE TENDENCIES ~~ 
(Continued from page 538) Botel 


pr 1 
present period marks a halting place be- r ge xlin 


tween two periods of buying activity. In 
the meantime, producers feel more or less Broadway 
confident as to their ultimate position and at 29%2St. 
are going ahead with their production 
schedule. 

Domestic buyers who held off in De- 
cember, expecting a reaction i: prices 
after the rise fron: 14 to 143% cents, have 
not been correct in their anticipation and 
will probably be compelled to enter the 
market very shortly. Any buying activity 
would force the price of the metal up to 
. a : the 15 cent mark. 

Tick ! Tick! Tick! So far as earnings of the important 


Br-rrr-r! Br-rr! Tick! companies are concerned, it would not 
appear that anything special is to be 
looked for in the near future. There is no 
° question about the reversal of trend from 
Does Your Sixth the deep depression which prevailed up to 
Sense Know a few months ago. Earnings have in- 
? f . creased but moderately and there is no A SHORT DISTANCE FROM 
on = oe eee “a reason to believe zny more than a fair PENNSYLVANIA AND 
Rome, is iain: tim Geena toe showing will be made in the next few GRAND CENTRAL 
stocks io greater than the supply? months. What conditions will be after TERMINALS—WITHIN A 
Are you expert in interpreting the that period cannot now be accurately de- A Re ao 


tape record of price fluctuations? termined. 
Have you the time for all this?— Lead and zinc producers are in a satis- THE HIGH-CLASS HOTEL 
If not—then you need factory position and quotations for these WITH MODERATE RATES— 
metals are at practically the highest for ROOM WITH BATH, $3.00 


Tk the past two years. The outlook, of Edward C. Fogg + § Warren M. Goodspeed 
The I rend Letter course, is more or less dependent on build- Managine Director Resident Manager 


Trading Service ing activity, but at most there is no reason 
Th It of Y to expect anything more than a very mod- 
. oe ow ee oe erate slump in the total volume of con- 

of practical experience is found in : : : 
struction during the current year. This 


sshasiiine tas aaa - + a a should mean a well-sustained demand for 
pear among the securities listed on these metals and corresponding profits. 
the New York Stock Exchange. 5 EA ASik/T 
How It Operates WHEAT ARTIYTIC AND 
The Trend Letter Trading Ser- 
vice is a fast individual wire ser- UN USF UAL 
vice : ye of advices to buy Outlook for Prices ADDO | NTM ENTA 
or sell one or more securities 
when, in the opinion of the or- Comparing grain-price levels with those MAKE D | NING 
ganization’s experts, certain stocks of about a year ago, it is evident that 
a a one oo eenees or considerable improvement has already AT THIZ 
decline. e basis of the advice been seen in the position of the farming 
is the supply and demand as classes, something which has been more SMART 
recorded - b -y ° cape. — or less obscured by the agitation for ru- RE/TAU RANT 
. ee & 6 eee a ral credits in Congress. Several com- 
tion of the immediate course of . ; s - 
prices than the news or fundamen- parisons will be enlightening. Thus, wheat 
‘, tals. at its low of last year sold down to about 
~ 99 cents a bushel compared with the pres- 
\ . ent price of about $1.20 Corn sold as low 
\, Send Us the Coupon Below as 60 cents and is now above 70 cents. 
‘and Full Particulars Will These being the two principal grain crops, 
TREND ‘\ Be Promptly Forwarded the advance is of great significance con- 


LETTER * H no . —- 
eT ING * sidering the large volume of the crops. 
SERVICE, ‘ Last summer, prices seemed t.. low 


42 Broadway, = \ but present levels have to a greater or 


New York . ‘ 4 on 
\ FREE less extent discounted the situation. ‘The 
Gentlemen: Please . 


explain in detail how \ ’ INQUIRY wheat situation, especially, is very cn- 9% COMPOUNDED 


the Trend Letter fused. At the present time, primary mar- 
a a Sau BLANK ket receipts are running far ahead of a Semi-Annually 


operate for me. I : 
year ago. This trend, after reversing the = pena I in py peymente, or 

earlier one which saw a decrease in re- ag te Saaee La be 

ceipts during near all the earlier part of for Details. 

last year, seems to justify the rather reac- Okmulgee Building & Loan Ass’n 


tionary character of the market during Okmulgee Oklahoma 
(Please turn to page 574) 











































































































THE MAGAZINE OF WALL STREET 





















































Pb hilt ttt 4 tf 8 ft 6 9 ee et ee et ee es ee et eee eee et ed ee et ee 2 














To Better Serve the Public 


In the past six months 


THE CONSOLIDATED STOCK 
EXCHANGE OF NEW YORK 














1. [Established a Bureau of Auditing and Accounting which enables the Exchange 
to keep a closer supervision of the daily transactions of members and of the finan- 





cial condition of member houses. 
2. Created a Committee on Business Welfare which will extend the control of 
the Exchange over houses doing business with the public and supplement the work 


of the Committee on Ways and Means. 
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: 
||| 3. Inaugurated a new system of deliveries through the Clearing House which ||§ 
\4|| greatly simplifies and facilitates the clearance of securities. : 

4. Adopted a resolution which makes it mandatory for member-houses to advise |B 
the Exchange of participation in any promotion and give full information thereof || 
for scrutiny by the Committee on Business Welfare. : 

” my 

H|| 5. Put into effect a commission house questionnaire which will reveal the finan- |/f 

|| cial condition of commission house-brokers who do business with the public—thus |]f 

Hi} enabling the officials of the Exchange to be cognizant of the financial responsi- || 

|| bility of member-houses at all times. 4 

pat 

i : 

z THESE IMPORTANT CHANGES IN THE ADMINISTRATIVE MA- z 

z CHINERY WERE EFFECTED IN ORDER THAT THE CONSOLI- : 

: DATED STOCK EXCHANGE MAY BETTER SERVE THE PUBLIC : 

: : 

: This advertisement subscribed to by the following members of the Consolidated Stock Exchange 3 

t SS ee 220 Broadway Macdonald, W. A. & Co. ......... 23-25 Beaver St. : 

ba ee 66 Broadway ES re ee Se tea wheies 60 Broad St. . 
| fa Burry, Edmund R., c/o Sheridan & Bromberg McConville, J. R. & Co. .............66 Broadway z 
He 44 Broad St. Newcombe, F. C. & Co. .............. 50 Broad St. || 

i DO 8 eT 30 Broad St. eee, TE. F. GE G. cc ccececcccs 19 Broadway - 

Fj} Craig, Robert F. & Co. ............... 25 Broad St. NE GE Bsc cecccevevcvsccescs 50 Broad St. ||& 

2 i c-. cic gdumiendenendeeed ake 20 Broad St. CE ER eee re 46 Cedar St. + 

4 CS ar eee 25 Beaver St. Spingarn, Leopold & Co. ............ 41 Broad St. 3 

, 2 Ss os cnn cea beeen ens 15 Whitehall St. ee BO, Ge, Bs EG. hc cccccccsccs 42 Broadway 7 

Be pe a GO nc cc ncdicccteovedes 25 Broad St. Weisblum & Co. .....................50 Broad St. [/F 

: i i i tc nkesoane ches ieane 66 Broadway Wilson & Chardon...................62 Broadway z 

g I ie cna ccucdiascnew ie 74 Broadway Wubbenhorst, C. G. ...... 66 Broadway, Room 1007 t 

: 

TEU ET ED ED TU ED ED ELECTED ed BO ED 8 9 80d ee et ee Pe ee 2 ee ee Feet Pe ee ee te ee ee ee ee ee eee 
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The Value Rockefeller 


Places on Facts 


Guesswork never entered into the 
business dealings of John D. 
Rockefeller. 

Facts first—Rockefeller had an 
elaborate system for procuring 
facts—basic facts upon which he 
based his movements. 

And so it is with your own in- 
vesting. In the purchase or sale 
of securities the truly successful 
investor arms himself with fun- 
damental truths. 

Subscribers to Brookmire Eco- 
nomic Service are continually 
receiving unusual buying, selling 
and security shifting opportuni- 
ties—opportunities based upon 
analyzed facts. 

Let us tell you more of Brook- 
mire Economic Service. Our 
booklet M-18 describes this Ser- 
vice in detail. Write for it today. 


= 





"her OLEIMITE ACCURATS TIMELY FORECASTS ON MARKET TRENOS 


BROOKMIRE 


ECONOMIC SERVICE INC 
15 Wese 45cm Street New York 


* Tre Orngenat System of forecasting from Economa Cycns” 





How I Trade and 
Invest in Stocks 


and Bonds 


By Richard D. Wyckoff, 
Editor of The Magazine of Wall Street 


The man who has conducted 
his own business successfully has 
not had time to delve into the 
principles that underlie invest- 
ments. He therefore must rely 
upon those who have studied the 
subject from every angle. 


As Editor of THE MAGAZINE 
OF WALL STREET, Mr. Wyckoff 
has come in active contact with 
the mistakes of the average secur- 
ity buyer, and has developed into 
successful investors many thou- 
sands of business men who had 
lacked the necessary training in 
the principles of security values. 


Send this coupon in today 
THE MAGAZINE OF WALL STREET, 
42 Broadway, New York. 
Gentlemen :—Enclosed find $5. Send me 
HOW I TRADE AND INVEST IN 


STOCKS AND BONDS, by Richard D. 
Wyckoff. 


the past several weeks. The five principal 
markets are now receiving about five 
times as much wheat as a year ago. Ex- 
ports in six months have been about 45 
million bushels less than in the same pe- 
riod the year previous. This includes a 
crop and carry-over of 26 million more 
bushels than in the previous year. This 
is a comparison which suggests an abun- 
dance of wheat in the country to sell in 
competition with Canada’s large surplus 
and the oncoming Argentina crop. 

Against this showing, however, there is 
a domestic distribution from terminal 
markets of 68 millions bushels more in 
the last six months of 1922 than in the 
same period of 1921. This is significant 
evidence of large home consumption, 
which is confirmed by larger flour pro- 
duction in 1922 than in the previous year. 

On the whole, it appears that grain 
prices should stabilize around these lev- 
els, pending new price influences that may 
develop in the near future. One thing 
seems certain, however, that prices are 
not likely to duplicate last year’s low. 
The world statistical situation is entirely 
too narrow to permit such a slump. On 
the other hand, developments abroad may 
result in increased wheat exports from 
this country and, combined with the large 
domestic demand, could easily result in 
forcing prices up to a higher level than 
that now prevailing. 





CHEMICALS 











Small Improvement Noted 


In the heavy chemical field, matters are 
held in abeyance. Buyers and sellers have 
not come together and the entire industry 
seems to be dragging. Prices of certain 
heavy chemicals.such as arsenic are ex- 
tremely high and a rather artificial mar- 
ket prevails. The trade fears that some 
cancellations will come in before long. 

In fertilizers a fair to active market 
prevails with some difficulty experienced 
on account of lack of some raw mate- 
rials. Generally speaking, the fertilizer 
trade is in a satisfactory position as far 
as outlook goes and this year should prove 
more successful for these companies than 
last. 

There is a steady increase in the crude 
drug business. Spot business has im- 
proved noticeably and there has been a 
quiet increase in future demand though 
this does not extend over a few weeks’ 
delivery. Supplies are rather light but 
this means higher prices and later on 
more profits and the trade is inclined to 
be more optimistic than for a consider- 
able period. For those engaged in this 
line, it would not be a bad idea to buy a 
little ahead for future delivery so as to 
be covered in case a real shortage de- 
velops, something which is not at all out 
of the bounds of possibility. 

The dyestuff trade is rather disappoint- 
ing. Supplies have been moving steadily 
but the market is anything but buoyant. 
Stocks in most cases are not abundant 
and what with the improvement in the 
textile trade, for example, business should 
improve in a few weeks. 





ENGINEERING EXECUTIVE 


Now employed, desires new 
connection. Specialist in mate- 
rial handling and labor saving 
equipment problems; _techni- 
cally trained in Mechanical, 
Structura! and Industrial En- 
gineering. 19 years’ experience, 
can direct large propositions 
from inception to completion; 
possesses good judgment, tact 
and initiative. American, age 
40. Box 30, Magazine of Wall 
Street, 42 Broadway, New York. 











Secretaries of Corporations: 


Why not make your dividend 
nts pay dividends? 





anno 


Why not show prospective stockholders that 
you pay dividends regularly and thus build up 
good will? When your dividend notices appear 
on the financial page of the daily newspapers 
they are read by those who are interested in the 
stock market and not the inestors throughout 
the country whom you should desire to reach. 

The dividend and corporate announcements 
in this publication are read by 40,000 investors 
who offer an unsurpassed market for your 
securities. 

Send us your next announcement! 


Address: Advertising Dept. 


Magazine of Wall Street 
42 BROADWAY NEW YORK 























HUPP 
MOTOR CAR CORPORATION 


Detroit, Michigan, January 9, 1923. 


At the Directors’ meeting held January 9, 1923, 
a quarterly dividend of 24% on the COMMON 
stock of the corporation was declared, payable 
February 1, 1923, to stockholders of record Janu- 
ary 20, 1923. Checks will be mailed. 
. A. VON SCHLEGELL, Treasurer. 


WESTINGHOUSE ELECTRIC 


& MANUFACTURING COMPANY. 

A Dividend of two per cent ($1.00 per share) on 
the COMMON Stock of this Company, for the quarter 
ending December 31, 1922, will be paid January $1, 
1923, to Stockholders of record as of Decembe 
1922. H. F. BAETZ, Treasurer. 
New York, December 18, 1922. 








DIVIDEND NOTICE 
PACKARD MOTOR CAR COMPANY 
COMMON STOCK 
A quarterly dividend of two per cent (2%) on 
the Common Capital Stock of the Company has 
been declared by the Board of Directors payable 
anuary 31, 1923, to the holders of the Common 
Stock of record at the close of business January 
15, 1923. 
The books will not be closed. 
FREDERICK R. ROBINSON, 
Secretary and Treasurer. 
Detroit, Michigan, January 3, 1923. 





MY INCOME TAX ASSISTANT 

An unusual method of keeping a complete record 
for a series of years, of all forms of investments 
and income. 

Each investment space permits readjustment of 
values, with record of partial sales, additional pur- 
chases, assessments, etc. For the small or large 
investor. 

Price $2.00 prepaid. 
W. G. PEARSON 
88 Plummer Ave. Newburyport, Mass. 
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Hmerican Banker 


NEW YORK 
OLDEST AND MOST WIDELY CIRCULATED 
Banking Journal in America 
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THE MAGAZINE OF WALL STREET 


















































$17,500,000 


_ The Laclede Gas Light Company 


First Mortgage Collateral and Refunding Thirty-Year 
544% Gold Bonds, Series C 
Dated February 1, 1923 Due February 1, 1953 










Interest payable semi-annually August 1 and February 1 in New York and St. Louis. Coupon bonds in interchangeable de- 
nominations of $1,000, $500, and $100, registerable as to principal, and fully registered bonds in denominations of $1,000, and 
any multiple thereof. Coupon and registered bonds are interchangeable. Redeemable in whole or in part at any time on thirty 
days’ published notice at the following prices and accrued interest: prior to February 1, 1933 at 105; on and from February 1, 
1933 to February 1, 1943 at 103; on February 1, 1943 and thereafter at 102 except during the last six months they will be 
redeemable at 100. 

















AUTHORIZED BY THE PUBLIC SERVICE COMMISSION OF THE STATE OF MISSOURI 





INTEREST PAYABLE WITHOUT DEDUCTION FOR FEDERAL INCOME TAX NOW OR HEREAFTER 
DEDUCTIBLE AT THE SOURCE, NOT IN EXCESS OF 2%. 





THE COMPANY WILL AGREE TO REIMBURSE THE HOLDERS OF THE SERIES C BONDS, IF REQUESTED 
WITHIN SIXTY DAYS AFTER PAYMENT, FOR THE PENNSYLVANIA FOUR-MILL TAX AND FOR THE CON- 
NECTICUT PERSONAL PROPERTY TAX NOT EXCEEDING FOUR MILLS PER DOLLAR PER ANNUM AND 
FOR THE MASSACHUSETTS INCOME TAX ON THE INTEREST NOT EXCEEDING SIX PER CENT. OF SUCH 
INTEREST PER ANNUM. 















APPLICATION WILL BE MADE TO LIST THESE BONDS ON THE NEW YORK 
AND St LOUIS STOCK EXCHANGES. 





From a letter addressed to us by Mr. C. L. Holman, President of the Company, we summarize the 
following: 
The Laclede Gas Light Company does the entire $16,000,000 First Mortgage Collateral and Refund- 
gas business in the City of St. Louis, Missouri, ing 7% Gold Bonds, Series A, and for general cor- 
the sixth largest city in the United States, having porate purposes of ‘the Company. This financing 
a population, according to the 1920 census, of 772,- will result in a reduction of approximately $140,000 
897. The company operates under a special charter, per annum in interest on the funded debt of the 
| granted in 1857 by the Legislature of the State of Company. 
Missouri, which, in the opinion of counsel, is per- : _ , 
petual, and the validity of which has been estab- The issuance of additional bonds is carefully safe- 
lished by the Supreme Court of the State. The guarded under the mortgage. 
pono ad has a record of 65 years of successful The physical condition of the property is excellent 
. in every respect, and the management of the Com- 
These bonds are secured by a direct mortgage lien pany is in the hands of experienced public utility 
upon all the physical property of the Company, men, who have long been associated with the Com- 
and, in addition, through the pledge of $10,000,000 pany, and the Company has a well established and 
par value of prior lien bonds, share equally in the growing business. 
lien of $20,000,000 closed first mortgage of the —— . . 
Company. St. Louis is a manufacturing and distributing city 
of great importance, the population having in- 
The proceeds of these bonds will be used to retire creased from 451,770 in 1890 to 772,897 in 1920. 






































WE RECOMMEND THESE BONDS FOR INVESTMENT 
Price 96.45 and interest to yield about 5.75% 












by us, _and subject to approval of counsel 





These bonds are offered for delivery when, as and if issued and received 

It is expected that temporary bonds or interim receipts exchangeable for definitive bonds will be ready for delivery 
on or about February 9, 1923. All statements herein are official or are based on information which we regard as 
reliable, and while we do not guarantee them, we ourselves have relied upon them in the purchase of this security 


Halsey,Stuart &Co. W.A.Harriman & Co. 


| Incorporated Incorporated 
| New York — Chicago New York — Chicago 
G. H. Walker & Co. 


St. Louis 





























































for JANUARY 20, 1923 












Issued with the acquiescence of the United States Government 
under the provisions of the Treaty dated May 22, 1903. 


$50,000,000 
REPUBLIC OF CUBA 


EXTERNAL LOAN THIRTY-YEAR SINKING FUND 5%% GOLD BONDS 





To be Dated January 15, 1923 To Mature January 15, 1953 
Interest to be Payable January 15 and July 15 


Not Redeemable for Twenty Years Except for Sinking Fund 





Coupon Bonds in denominations of $1,000, $500 and $100, registerable as to principal only. Principal and interest payable 
in United States gold coin of the present standard of weight and fineness in New York City at 
the office of J. P. Morgan & Co. 


The principal and interest of these Bonds are to be forever exempt from any Cuban taxes now existing or which may 
hereafter exist. 


AGREEMENT WITH THE UNITED STATES. By an Act of the United States Congress dated March 2, 1901, certain 
provisions were formulated which have been incorporated by amendment in the Cuban Constitution and have also been em- 
bodied in a Treaty, dated May 22, 1903, between the United States and Cuba. Under these provisions, commonly referred to 
as the “Platt Amendment,” the Republic of Cuba agrees not to contract any public debt the service of which, including 
reasonable sinking fund provision, cannot be provided for by the ordinary revenues. In addition to this financial safeguard, 
the Republic also agrees not to enter into any foreign treaty or compact which may impair its independence, and furthermore 
grants to the United States the right to intervene for the purpose of preserving Cuban independence and maintaining a govern- 
ment adequate for the protection of life and property. 

SINKING FUND SUFFICIENT TO RETIRE ENTIRE ISSUE AT OR BEFORE MATURITY. Provision is made for a minimum 
sinking fund as set forth below, payable in monthly installments, to be used in purchasing Bonds of this loan at the current 
market price not exceeding par. If unobtainable at that price Bonds are to be redeemed by semi-annual drawings at par. 
Accrued interest on any such redemption is also payable. 


llth 21st year 
12th 1 22d year 
13th Lael 23d year 
14th 24th year 
15th 25th year 
16th 1,500, 26th year 
17th 27th year 
18th 28th year 
19th 29th year 
10th 20th 30th year 


To the foregoing minimum sinking fund payments there is to be added 10% of the gross revenues of the Cuban Govern- 
ment in excess of $60,000,000 in any fiscal year. The Bonds are not to be callable, except under the provisions of the sinking 
am al the first twenty years, but thereafter may be called for payment, as an entirety, at par, accrued interest being also 
payable. 

SECURITY. These Bonds are to be the direct obligations of the Republic of Cuba, which pledges its good faith and credit 
for the prompt payment of principal and interest. In addition they are to be secured: 

(a) By a charge on certain revenues of the Republic, including the customs revenues, subject to existing 
charges but prior to any future charges. The customs revenues have alone averaged $46,292, 
annually during the last five years, the lowest receipts in any one of such five years having been over 
$30,000,000 in the critical year of 1921-1922. The existing charges upon the customs prior to these 
Bonds for the current fiscal year amount to $3,985,750, of which amount $2,145,000 is payable in the 
first instance out of other revenues, which during the last five years have averaged $4,430,000 annually. 

(b) By a first charge on 10 per cent of the amount by which the revenues of the Government in each fiscal 
year exceed $60,000,000. 

DEBT, REVENUES AND TRADE. The funded debt of Cuba on July 31, 1922, amounted to $91,542,400, of which $51,703,500 
was external debt. Revenues during the ten years ended June 30, 1922, averaged $60,329,000 annually. The budget estimate 
for the current fiscal year is $55,638,800 and estimated expenditures amount to $54,852,102. During the first six months of 
the current fiscal year revenues have totaled $29,218,000, as against expenditures for the same period estimated in the budget 
at $28,253,000. 

The exports during the ten years ended December 31, 1921, have averaged $347,852,000 annually, of which $274,890,000, 
or 79%, were sent to the United States. Imports during the same period averaged $255,918,000 annually, of which $181,655,000, 
or — 71%, came from the United States. These figures indicate a surplus of exports over imports averaging $91,934,000 
annually. 

POPULATION AND RESOURCES. The population of Cuba is estimated at over 3,000,000. Raw sugar is the chief agri- 
cultural product of the Island, and, during the seven years ended June 30, 1921, exports of sugar and its products from Cuba 
averaged $366,758,000 annually. In the season just closed Cuba produced approximately 23% of the estimated world pro- 
duction. Practically all of the old raw sugar has been sold, and the Cuban sugar industry enters the new grinding season 
with sugar in active demand at satisfactory prices. 





THE ABOVE BONDS ARE OFFERED FOR SUBSCRIPTION (SUBJECT TO RECEIPT AND ACCEPTANCE BY 
US OF THE BONDS) AT 99%% AND ACCRUED INTEREST, TO YIELD OVER 5.55 PER CENT. 








Subscriptions will be received by the undersigned beginning at 10 o’clock A. M., Monday, January 15, 1923. The 
right is reserved to reject any and all applications, and also, in any case, to award a smaller amount than applied for. 
The amount due on allotments will be payable on or about February 1, 1923, at the office of J. P. Morgan & Co., in New 
York funds, against delivery of Trust Receipts, exchangeable for definitive Bonds when prepared and received. 





J. P. MORGAN ®& CO. KUHN, LOEB ®& CoO. THE NATIONAL CITY COMPANY 
GUARANTY COMPANY OF NEW YORK BANKERS TRUST COMPANY, New York. 
HARRIS, FORBES & CO. J. & W. SELIGMAN & CO. DILLON, READ ® CO. 


New York, January 15, 1923. 
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